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““,..and | looked him straight inthe eye and said, “NOV “ 


MARY: Boss or no boss, I just won't do it! Imagine him expecting a girl to use one 
piece of carbon paper 60 times! 
PEGGY: Hold on, Mary! If you weren’t new here, you’d know he’s not expecting too 


much. You see, we use nothing but Roytype Park Avenue Carbon Paper, and 
one sheet can be used not just 20 times, but up to 60 times, cleanly and clearly. 


Look, here’s proof... 





This is the first copy made with a fresh sheet of 
Roytype Park Avenue Carbon Paper. See how sharp, 
clear, and distinct it is. You'll find succeeding 
copies will also be clean, crisp, and easy to read. 
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Glory be! How is it possible? 

PEGGY: Well, Roytype Park Avenue is made by the Royal Typewriter Company. They 
have special machines that soak the ink right down into the paper fiber—deep- 
inking, they call it. Plus that, Park Avenue’s extension edge lets you reverse 
each sheet, top to bottom, so that all areas of the paper can be used. 

MARY: Isn’t it hard to get, these days? 

PEGGY: Not at all! It’s as easy as picking up your phone and calling your local Royal 
Typewriter Representative or Roytype dealer... Hey, where are you going? 

MARY: I’m going in and see thet smart boss of mine. And, lady, I’m going to eat crow! 





Carbon Papers and Ribbons 


SK your Roytype Representative now 
A about the many different carbon 
papers in the complete Roytype* line— 
one of which will exactly fit your needs. 

Ask him, too, about Roytype ribbons. 
They’re made from a formula which 
enables the ink actually to flow through 
the fabric into the used parts—thus con- 
stantly renewing life. 


Buy on the Coupon Plan 
By purchasing your carbon paper and rib- 
bons on the Coupon Plan, you obtain the 
following advantages: 
1. You save money due to the discount al- 
lowed. 
2. You can redeem the coupons as you need 
fresh supplies of carbon paper and ribbons. 
3. You do not have to keep excess stock on 


hand. 





ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 








TYPEWRITER COMPANY , 


q *Trade-mark Registered U. S. Pat. Off. 





Copr. 1944, Royal Typewriter Company, Inc, 
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GYRO-PILOT OF 
BUSINESS... 





Justas the Gyro-Pilots of today guide planes of 
war and peace to their destinations—straight 
and true, without possibility of error—so do 


Write today for free samples Ditto Systems guide business operations! 
showing how Ditto One- You are invited to consult, without obligation, 
Writing Businges Spetninn with the Ditto Business Systems designer in 


hel, d. Be . ‘ é ; 
MOE ee ee a your vicinity. Let him explain how Ditto will 


function in every phase of your operations. 


PRODUCTION — Use Ditto —Save up to 


36 hours getting orders into your shop! 
ORDER BILLING — Eliminate 90 per cent 
of all typing! 

PAYROLL -— All records from one single 
writing! 

PURCHASING — Get raw materials into 
your plant 10 days faster. 

* %*& %* BUY WAR BONDS AND STAMPS * * * 


Ditto Machines Now Available To Anyone 





DITTO, Inc., 701 South Oakley Boulevard, Chicago 12, Illinois 
In Canada: Ditto of Canada, Ltd., Toronto, Ont. 
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Three Great Handbooks: 


ACCOUNTANTS’ 
HANDBOOK 


Edited by W. A. PATON, C.P.A.; 90 Contrib- 
uting and Consulting Editors 


VERY financial officer should have this famous 
Handbook of expert practice. For 20 years a stand- 

ard wherever accounts are used; this Third Edition 
reflects, over entire range of commercial and financial ac- 
counting, the latest accepted principles and procedure. 
Timed with the greatest call in history upon ac- 
counting. Nothing else like it. 26 big sections cover 
working methods, records and systems, internal check. 
executive controls, analytical methods, reports. Best 
opinion from all an- 
gles—law, finance, 
management. Helps 
develop and exercise 
skill that wins recog- 
nition, advancement. 
Saves time and effort 
in handling any sit- 
uation, everyday or 
emergency. 50-page 
index; 300 illustra- 
tions; 1,505 pages; 


flexible $ 7 : 5 0 


Cost ACCOUNTANTS’ 
HANDBOOK 


Edited by THEODORE LANG, C.P.A.; 
74 Contributing and Consulting Editors. 


OR every man who works with costs—an unequaled 

fund of technical information on the whole range 
of cost accounting in manufacturing, united and or- 
ganized for ready use. 

Never before has there been any Handbook like this. 
It answers your problems of better cost methods in any 
plant, of any size. You have at your fingertips the 
principles and techniques by which today’s cost ac- 
countant accomplishes his results; the far-reaching 
trends and developments in cost procedure. 

This new Cost Ac- 
countants’ Handbook 
gives you the working 
details of successful ap- 
plication. In its 25 sec- 
tions are basic plans of 
operation and practice 
of well managed com- 
panies; control prob- 
lems and their solution ; 
variations in technique 
for particular require- 
ments. 553 working 
forms, charts, etc. ; 1,482 
pages ; flex- 


ible binding. $7 20 

















PRODUCTION 
HANDBOOK 


Edited by L. P. ALFORD and JOHN R. 
BANGS; 90 Contributing and Consulting 
Editors. 

NEW Handbook packed with the production man- 


+ agement methods fundamental in the suecess of 
eutstanding manufacturing concerns. It reflects both 


the new developments and the latest application of ° 


long-established principles of effective management. 


Never before has so much information about the 
working details of pro- 
duction procedures and 
techniques been  or- 
ganized into such a 
Handbook. It gives the 
factory operating man 
of today or tomorrow 
the Handbook he wants 
on his special prob- 
lems. Usable by any- 
one in manufacturing 
to help achieve results 
in any industry, in 
any type or size of 
plant. Hundreds of 
working forms; 1,676 


af bl 
Roding. $7.50 
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ROSWELL MAGILL’S 
Taxable Income 


REVISED EDITION 


—a complete, up-to-date study resulting from important develop- 
ments of the decade since author’s widely accepted original volume 





T any point in the tax work you do for your company, 
A you are likely to run into situations which involve 
the question : “Does this transaction, or course of action, 
under its attendant circumstances, give rise to taxable in- 
come?” The soundness of the procedure you adopt, or the 
value of the counsel you offer, may turn on your knowl- 
edge of how the courts have reasoned on this point. 


For guidance in these situations, and in deciding any accounting 
and financial questions which have tax aspects, you have in 
Magill’s newly revised book the pattern of what the courts have 
held under successive laws to date, the tests and standards util- 
ized in determining: What is taxable income? 


INCOM}: 
MAGELI, 


A member of the New York Bar, Professor of Law at Columbia 
University, and a former Under-Secretary of the Treasury, Ros- 
well Magill is well known in the field of taxation. His TAXABLE 
INCOME has from publication of its original edition held a place 
of its own, both for the unique value of its counsel and for the 
importance of the questions it helps to answer. 


Reliable Interpretation on: 


The Requirement of Realization. Corporate Distributions. Sales, 
Exchanges and Purchases. Statutory Modifications of Judicial 
Doctrines. When Is Income Realized? 
Characteristics of Income. Money and Property. Benefits Through 
Discharge of Obligations. The Element of Control. Gross In- 
come, Gross Receipts, or Net Income. 


The Source of the Payment. Compensatory Payments. Gifts and 
Bequests. Toward a Concept of Taxable Income. 490 Pages, $6.00 


tie 


To Order Use the Form Below 


ee THE RONALD PRESS COMPANY 
15 East 26th Street New York 10, N.Y. 


Please send me the books I have checked below: 


{ ] Production Handbook, Alford-Bangs, 
Editors 
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os oe se oe 








{ ] Cost Accountants’ Handbook, Lang, 
OOP a cicueec tangs ccwsdetvowersasous 7.50 


t 
vat 
[ ] Taxable Income, Rev. Ed., Magill 6.00 i 


Within five days after I receive the books, I will send the price plus a few cents’ J 
postage. Or, if not satisfied, I will return the books to you. (We pay postage if you | 


remit with order; same return privilege.) I 
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Introducing This Month’s Authors 





Well-qualified to discuss “Outlay and In- 
come,” as he does in the opening article of 
this issue, is Mr. Lloyd Gibson, for he has writ- 
ten and spoken extensively on depreciation, 
depletion and related matters and has frequently 
served on industry committees in these fields. 

Since 1934, Mr. Gibson has served as assist- 
ant chief engineer of the tax department of 
Standard Oil Company (New Jersey), also 
acting as one of the engineer advisors to the 
comptroller of the company on depreciation 
and fixed asset accounting matters. Thereby he 
works closely with the head of the tax de- 
partment, Mr. Maxwell E. McDowell, and the 
company’s comptroller, Mr. J. C. Anderson, 
both of whom are well known to readers of 
“The Controller,” for Mr. McDowell has 
been a frequent contributor on tax matters to 
our pages, and Mr. Anderson will be recalled 
as a past chairman of the Committee on So- 
dal Security Procedure of the Controllers In- 
stitute of America. 

Mr. Gibson will likewise be recalled as 
chairman of the Oil and Mining Group Con- 
ference on depreciation policies at the 1938 





MR. GIBSON 


annual meeting of the Controllers Institute of 
America. In the course of a varied background 
of experience, he has served as engineer for 
the Bureau of Internal Revenue, in Washington 
and Texas, 1924-1927; and chief of the Bu- 
teau’s oil and gas section, 1927-1933. He was 
a geologist and engineer in petroleum and 
mining industries in the United States and 
Mexico for several years prior to 1924, and 
isa member of the American Institute of Min- 
ing Engineers and American Bar Association, 
as well as being president of the 4th Division 
Association in New York. 


Although he occasionally finds time to re- 
nish a piece of antique furniture, Mr. Teit- 
man, who (with Dr. Norton) provides the 
answers to questions on wage stabilization, 
finds himself far too busy to find time for 
lobbies, he reports. A senior associate in the 
New York law firm of Davis Polk Wardwell 
Sunderland & Kiendl, Mr. Teitman is deeply 
‘oncerned with such significant matters as 
Stabilization, income taxes, pension trusts and, 
0 a considerable extent, industrial relations, 
i his representation of a large number of 
communications, banks, industrial and retail 
8. Prior to May, 1943, when he joined his 








MR. TEITMAN 


present organization, he had served for six 
months as assistant head of the New York 
Regional Office of the Salary Stabilization 
Unit. Prior to entering the practice of law, 
Mr. Teitman for many years practiced as an 
accountant with several firms. He is a cer- 
tified public accountant (N. Y.). From 1930 
through 1933 he was associated with a Wash- 
ington law firm, later entering the Bureau 
of Internal Revenue where he spent ten years 
on the technical staff. In the meantime, he had 
graduated from Columbia University, with an 
LL.B. degree and was admitted to the Bar 
in. Washington. 


His associate, Dr. Thomas L. Norton, was 
serving as regional chairman of the National 
War Labor Board for Region 2, comprising 
New York and northern New Jersey at the 
time he was providing answers to the stabili- 
zation problems of controllers. More recently 
he himself gained the status of a “question- 
asker,” having accepted the post of dean of 
the School of Business and Civic Administra- 
tion of the College of the City of New York. 
Dr. Norton begins his new duties in September 
but will continue as chairman of the War 
Labor Board in New York City until that time, 





DR. NORTON 
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subsequently remaining with that agency as a 
public member. 

Dr. Norton has been engaged in mediation 
and arbitration of labor cases by government 
agencies since 1933. Prior to his work with 
the War Labor Board, he held the Twentieth 
Century Club Professorship in Economics at 
the University of Buffalo. He also taught labor 
relations at Dartmouth College, 1923-1924, 
and Brown University, 1924-1927. He was 
connected with the University of Buffalo since 
1928 and was on leave of absence from that 
institution during the war emergency. 

He has written three books in addition to 
the Regents report: “Trade Union Policies in 
the Massachusetts Shoe Industry,’’ “Old Age 
and Social Security Act,” and ‘Public Educa- 
tion and Economic Trends.” Dr. Norton is also 
the author of numerous articles in journals and 
trade publications. 


The fourth of this month’s contributors is 
Major Edward A. Sherman, AGD, chief of the 
Personal Affairs Branch in Boston, Headquar- 
ters First Service Command, Army Service 
Forces. Major Sherman is the oldest of six 
brothers, all of whom are widely distributed 
as to service, rank and assignment in this war. 
Rear Admiral Forrest P. Sherman, U.S.N., is 
on Admiral Nimitz’ Staff; Lt. Colonel Paul 
D. Sherman, U.S.M.C., is in Germany; Lt. 
Kenneth L. Sherman, U.S.N.R., and Lt. Ernest 
L. Sherman, U.S.N.R., are “‘somewhere’’ in the 
Navy. Lt. Colonel Frank J. Sherman, Jr., In- 





MAJOR SHERMAN 


fantry, has just returned from the Rice Bowl 
Theater in China. 

In the last war, Major Sherman was with the 
2nd Division, AEF. Later he served with both 
the National Guard Medical Service and the 
State Guard Medical Service, his civilian oc- 
cupation being life insurance underwriting. 

In the present war, his army assignments, 
first as director of Army Emergency Relief and 
then as chief of’ the Personal Affairs Branch, 
have brought him in very close contact with 
what is sometimes called the “Veterans’ Prob- 
lems” but which Major Sherman prefers to 
call the “Civilians’ Problems.” 

Such hobbies as skiing and fishing are in- 
dulged whenever possible but principally, the 
Major tells us, he is ‘interested in people and 
what’ makes them tick.’’ That summary pro- 
vides, in the Major's words, “‘a quick look at 
just an ordinary average civilian in uniform, 
trying to pull his weight on the load as best he 
can. 

It provides not only a quick look, however, 
but also an instance, repeated millions of times 
over, why V-E Day has already been cele- 
brated and V-J Day is being looked forward 
to optimistically. 

—PAUL HAASE. 
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The “STRIPPED MODEL” 


( the kind of stripped model your company must 
produce to maintain its position and profits, sus- 
tain high employment ) 


¢¢ C{TRIPPED” models, in the usual sense, are 
S just what people won’t want. But models 
of every product, stripped of needless costs, 
are what they will want. And they’ll get them. 


For, today, business recognizes that producing and dis- 
tributing more for less is the only way for individual 
companies to maintain their competitive positions. They 
know that putting better and better products within reach 
of more and more consumers is essential to sustain a high 
level of national employment. 


Where can you strip unnecessary costs? 


Many companies came unexpectedly upon the answer 
during the peak of the war production emergency. “Im- 
possible” orders had to be filled—fast. Production pro- 
cedures were overhauled. So were record systems of con- 
trol. Inefficient paper-work methods that had grown up, 
hit or miss, went out the window. 


Standard Register representatives were called in by 





hundreds of companies to make paper-work simplifica- 
tion studies. They went to work, streamlined the waste 
out of complex form design, cumbersome methods of 
writing and handling forms. Results? More effective 
use of men, materials and machines to boost production 
as much as 50%. Direct paper-work savings running into 
five and six figures. Incalculable indirect savings. 


Turn those savings into a befter product 
—at no increase in cost 


Ask your local Standard Register representative to ex- 
plain how our method of approach to your paper-work 
problems gets at the facts and arrives at the answers in a 
minimum of time and without upsetting office routine. 
No obligation, of course. 


FOR FULL INFORMATION, write today. Ask 
for ovr new informative folder, ‘‘A New 
Frontier in Business,"’ today’s opportunity 
for cost saving through scientific form and 
system improvement... PAPER-WORK SIM- 
PLIFICATION! Or ask for a representative 
to call and discuss your problems. 


9 9'oa09°09?0 


THE STANDARD REGISTER COMPANY 


Manufacturer of Record Systems of Control for Business and Industry 
DAYTON 1, OHIO 


sles Co., Oakland, California 


Ltd. 


Canada: R. Lb. Crain, ttd., Ottawa. London: W. H. Smith & Son, 
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Leditortal 


Welcome! 
ELCOME, United Nations Organization! Based 
on the principle of control, backed by accurate 
fact finding, this body should perform well the task 
delegated to it by a hopeful world. Welcome! 


The Full Employment Bill 


NTROLLERS have been studying the so-called 

full employment bill—the Wagner-Murray- 
Thomas-O’Mahony bill—simply for the purpose of 
trying to fathom it and learn, if possible, what it 
means. Much will be heard of it late this summer and 
in the fall, after Congress has had its rest. The bill was 
introducted on January 22, 1945, but has not been put 
forward for quick action. 

The bill states that it is the obligation of the gov- 
ernment to insure full employment. Quite a task for the 
President and his assistants, to say nothing of business 
managements, is set up under the provisions of the bill. 
The President would have to prepare what would 
amount to a budget, estimating the amount of business 
which would have to be done in a given year by all the 
country’s industries, farms, stores, and service organiza- 
tions, to insure jobs for all. 

There would have to be agreement whether full em- 
ployment would be provided by 60,000,000 jobs—a 
figure the soundness of which is seriously questioned 
—or by 46,000,000 jobs, a figure to which many econ- 
omists lean. Congress would have to decide that point, 
and piesumably the figure could be changed, from year 
to year, in the light of experience. 

If the President’s budget, or estimate, cannot be met 
by ptivate business, then government would intro- 
duce public works programs. 

Business would probably have to estimate in ad- 
vance the volume which it expected to attain in a given 
year, and make the figures available promptly to the 
President, so that he would be in a position to know 
Whether there is a “prospective deficiency in the na- 
tional budget.” 

If such a deficiency seems to be impending, the 
President “‘shall set forth in such budget a general pro- 
gram for encouraging such increased non-Federal in- 
Yestment and expenditure, particularly investment and 





Comment 


expenditure which will promote increased employment 
Opportunities by private enterprises, as will prevent 
such deficiency to the greatest possible extent.” 

The Truman administration approves the bill; and 
so does Henry A. Wallace. Some folks think that what 
is termed full employment cannot be achieved by busi- 
ness, industry, labor and agriculture alone, and believe 
it to be inevitable that government must help out. 

Sponsors and supporters of the bill go out of their 
way to proclaim that it must not lead to, or develop 
into, regimentation—not only of business, but of labor, 
agriculture and the people. 

Critics of the bill think of it as ‘planned economy,” 
with its stifling of initiative and other evils. They be- 
lieve that unemployment cannot be abolished entirely, 
even for short periods, and point out that some unem- 
ployment has persisted—730,000 people—even in the 
period of labor shortage. It would, indeed, require 
rigid regimentation to put every person to work. 

Hearings on the full employment bill will be held 
late in the summer. Controllers will follow the hear- 
ings closely. Whatever is enacted, they feel, will make 
it more necessary than ever that close estimates be made 
of prospective volumes of business. 


Com pulsory Savin g 


bY, eas boys and girls go to work for the summer 
months the federal government in most cases 
will make them save money, whether they want to or 
not, by requiring employers to deduct money from 
their wages, to pay an income tax which in most such 
cases will never become payable, whereupon the gov- 
ernment will refund to the worker in a lump sum the 
total of the amounts withheld by the employer. 

The boy or girl, in order to recover from the govern- 
ment the ’sums withheld by the employer must “fill out 
a blank’’—familiar words. The blank in this case is the 
receipt given the boy or girl by the employer. It must 
be executed between January 1, 1946, and March 15, 
1946. As no income tax will be due unless the boy or 
girl earned more than $550 in 1945, the government 
will send a check for the full amount. If an income 
tax is payable, that much will be deducted. 
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Social Security Problems Analyzed 


geome picture of the problems which are present- 
ing themselves in the realm of social security laws, 
regulations and administration is afforded by the dec- 
laration of policy, and program, which were drafted 
by the Committee on Social Security, of the Controllers 
Institute of America, in mid-June. 

The Committee declares for “a minimum layer of 
basic protection against the major economic hazards of 
life, which should be so designed and administered as 
to encourage additional savings and self protection by 
the individual through his own efforts.” 

Discouragement of initiative, and fostering of idle- 
ness, is decried. State and local governments should 
assume primary responsibility for the social security 
program, the Committee believes. 

It is urged that the Senate Finance Committee and 
the House Ways and Means Committee set up a group 
to review and study the financing of the old-age and 
survivors insurance program. 

The high point in the Committee’s declaration is the 
section devoted to the subject of returning to the 
states, the state employment offices which were 
“loaned” to the United States Employment Service. It 
seems that the states cannot get these offices back from 
the federal government, and they are waging a battle 
to bring that about, to avoid complete federalization of 
the employment services. 

Another reference to federalization is contained in a 
paragraph which reads: ‘“The authority now exercised 
by the federal government over the system of federal- 
state unemployment compensation should represent 
the maximum limits of federal authority in that field.” 

The Committee favors lengthening the period dur- 
ing which unemployment benefits may be paid, rather 
than increasing the amount of benefits. It points out 
that uniformity of benefits, as between the states, is not 
desirable, because of economic inequalities in differ- 
ent areas. 

Protection against non-industrial and non-occupa- 
tional disabilities and sickness is spoken of as desir- 
able, and it is suggested that employers explore its pos- 
sibilities. Public action should be taken only if the ef- 
forts of employers “leave substantial gaps in coverage.” 

The chairman of this Committee is Mr. Thomas L. 
Evans, of J. N. Adam & Company, of Buffalo. The 
Committee includes many men who are rated as au- 
thorities in this field. The program which it has drawn 
up must be approved by the Board of Directors of The 
Institute before it is put into operation. It is a con- 
structive document. The subjects with which it deals 
are of great importance to American business. Correct 
and sound decisions on the many points at issue will 
go far toward putting our economy on a sound basis. 
The Committee takes no stand on the Wagner-Dingell 
bill, S-1050, but many of the paragraphs in the decla- 
ration and proposed program are directly contrary to 
the provisions of the bill. 
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Public Opinion Concerning Profits 


- HE public thinks that industry is making large 
profits in these war years; it believes further that 
industry should make a profit of 10 per cent.—almost 
2 per cent. above what it actually is earning. These 
facts are brought out in an article in the current issue 
of “Trusts and Estates.” 

Three public opinion polls concerning industry's 
profits were analyzed in this article, one an Opinion 
Research Corporation study made for the Association 
of National Advertisers; a poll among farmers by 
Crossley, Inc.; and a study covering the food industry 
by the Grocery Manufacturers of America. 

The first disclosed that people believe that industry 
is making a profit of about 30 per cent., ranging from 
11 to 40 per cent. Asked in the same poll what per 
cent. of profit those who were interviewed thought in- 
dustry should make in war time, they answered that 
they considered 10 per cent. a fair profit—against the 
8.2 per cent., which a study made by the National City 
Bank disclosed, actually was made in 1944. 

Some charts have been published, for consumption 
by the public, which indicate that industry's profits 
jumped from 9.8 per cent. in 1936-1939 to 23.5 per 
cent. in 1941, and 26.7 per cent. in 1944—but these 
were profits before taxes, and are to be compared with 
Treasury statistics which indicate that profits in 1936 
were 4.7 per cent., in 1941 6.9 per cent., and in 1944 
7 per cent. The average from 1928 to 1944 was 3.95 
per cent. This covered both profit years and loss years. 

There is a job of informing the public to be done 
here concerning industry’s financial operations and earn- 
ings, and concerning the vital role that profits play 
in the national economy, and in the welfare of workers. 

Controllers have the job of figuring the profits, and 
it is no mean task. It is their responsibility to see that 
their figures truly measure profits, and to assist manage- 
ments in making sure that profits are made, even un- 
der adverse conditions, by providing those manage- 
ments with reliable information all along the line. It 
is a field in which a great opportunity for service con- 
fronts controllers, and the opportunity includes the 
providing of information for the public. The man in 
the street must be convinced that industry’s figures are 
sound. 


Welcome Improvement 

—— numbers are no longer required on Form 
W-2, according to a recent circular issued by the 

Commissioner of Internal Revenue. This lightens the 

burden on the Payroll Department. Experience usually 

brings to light these shortcuts, after months of usage. 

This one is indeed welcome. 


Double Taxation of Foreign and Domestic Profits 
EMOVAL of double taxation of income, and et 
couragement of a free flow of investment, are 0 

be sought through the medium of a tax convention 
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with Great Britain. It sounds like a simple undertaking. 
American business men have long talked in favorable 
terms of many of the tax procedures of Great Britain, 
and of Canada, because of their alleged simplicity and 
consequent prompt determination of tax liability, 
which are envied in this country. This may be a case of 
something distant appearing more attractive than what 
is available at home, but it is a fact that the complexity 
of the United States Federal Revenue Code does open 
the door to horse trading, and even what are regarded 
as tax injustices. The hope is now that it will not be too 
long before the American federal tax system is really 
revised—and simplified. Controllers, of course, are con- 
cerned about heavy taxes, and their effects on American 
business enterprises, but are even more troubled about 
the details of administration of the maze of laws and 


: regulations. 


Controller and Internal Auditing 


i Institute of Internal Auditors recently cir- 
culated, through its Industries Committee, a ques- 
tionnaire on organization, duties, and reports of in- 
ternal auditors. One of the questions was: “To whom 
is the individual in charge of the auditing department 
responsible?” The replies numbered 157, and 66 of 
them indicated that the head of the auditing depart- 
ment is responsible to the controller. The next largest 
class, 23, are responsible to the treasurer. In 17 cases 
the president is the one to whom the auditor is re- 
sponsible; board of directors 10; vice-president 10; 
vice-president and controller 5; assistant controller 4; 
treasurer and controller 4; and the remainder scatter- 
ing. 

The results of this inquiry run true to form and con- 
firm the understanding which is held generally that 
supervision and control of the internal auditing func- 
tion is the responsibility of the controller. 


Correction, Please! 


‘g publishing the list of members in the 1944-1945 
Year Book of the Controllers Institute of America, 
a plan was introduced this year of setting forth the cer- 
tificate number of each member, together with a table 
which indicates what certificates were issued in each 
year. The low numbers are of course prized, just as they 
are on automobile license plates and probably for the 
same reason. 

Sometimes errors creep in. The first to be called to 
the attention of the National Office of The Institute 
was the certificate number of Mr. John R. McKee of 
the California Casualty Indemnity Exchange of San 
Francisco. Mr. McKee was one of the early members of 
The Institute, holding certificate number 405. He was 
elected to membership on December 17, 1934. The 
number 405, however, was handed, casually, (and of 
course by error) to another Mr. McKee—Mr. J. L. Mc- 
Kee of Allied Laboratories, Inc. of Kansas City, Mis- 
souri. This second Mr. McKee did not become a mem- 
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ber of The Institute until the certificate numbers were 
up in the twenty-two hundreds. His certificate is num- 
ber 2,281, which was issued in 1942. This Mr. McKee 
was elected to membership on October 30, 1942. 

The early Mr. McKee had fastened on him the num- 
ber 2,281 and naturally he wrote to the National Office 
to make inquiry about it. This notice of the error is 
published so that the friends of both Messrs. McKee 
may change the certificate numbers in ink in their copies 
of the Year.Book. And to Mr. John R. McKee, our 
apologies. 


CPFF Settlements Unduly Delayed? 


Fr yeonacds report by Comptroller General Lindsay 
Warren stated that not a single CPFF contract has 
been settled, and war contractors were moving to con- 
vert CPFF contracts to fixed price contracts, to avert 
delays and serious losses during the reconversion 
period. Contractors are asking that the Office of Con- 
tract Settlement authorize settlement of CPFF contracts 
in the same manner as fixed sum contracts, and thus 
prevent the General Accounting Office from holding 
up CPFF settlements. More specific legislation con- 
cerning the “prevent fraud” clause of the Contract 
Settlement Act may be needed, or a compromise pro- 
cedure developed. It is hoped that a speedy solution of 
this problem may be had. 


“Comptroller” Annoys Controllers 


EMBERS of the Controllers Institute of America 

give vent to expressions from time to time which 
indicate annoyance at the use of the word “comptrol- 
ler” in designating the controller of a business enter- 
prise. Often the members of The Institute cannot re- 
strain themselves from taking up the challenge when 
they see the word comptroller in print. 

For instance, Mr. W. L. Clark of the Buffalo Electric 
Company, Inc., then President of the Buffalo Control, 
noted recently that one of his friends had been made 
controller of a Buffalo company but unfortunately the 
position was described as that of “comptroller.” Mr. 
Clark promptly wrote his friend: 


“I beseech you to have your good President consider chang- 
ing the spelling of your title. You are not associated with an 
old fashioned English firm that sells waistcoats, employs solici- 
tors, or has bookkeepers sitting at high desks. The etymology 
of the word ‘‘controller” is proved in eleven dictionaries. A con- 
troller is much more than the “comptroller” of by-gone days, 
and it is my fervent hope that you will not be limited in your - 
duties.” 


Well stated, Mr. Clark. If this campaign against 
“comptroller” is continued and intensified, undoubt- 
edly many companies will, perhaps over a period of 
years, make the necessary changes in their By-Laws and 
resolutions to conform to the modern spelling. It is 
almost too much to hope that Congress will eventually 
correct the spelling in the laws setting up the office of 
controller in official circles and in governmental corpo- 
rations. 











Outlay and Income: Timing the 


Proposals for Revision of Income Tax Law and Policy in Relation to 


Research, Experimentation, Exploration, and Development 
and with Regard to Depreciation" 


In current discussions of tax problems 
and postwar tax revision plans two sub- 
jects stand out prominently. Both relate 
to the timing of deductions arising from 
the outlay of money in business. Al- 
though older than the income, tax they 
perennially produce twin crops of hard 
nuts to crack. 

The first, with its 1945 spotlight fo- 
cused on money to be spent for research, 
experimentation, exploration, and devel- 
opment, is the familiar question of dis- 
tinguishing more practically between those 
spendings which ought to be charged 
against current business and those to be 
spread out so as to be charged against 
future business. It is customarily dis- 
cussed in terms of expense vs. capital ex- 
penditure, or current vs. prepaid expense. 

The second, concerned with deprecia- 
tion and other forms of amortization, is 
merely the search for a simpler and bet- 
ter way to spread, and thus to charge 
against the business of two or more years, 
the amounts not chargeable wholly to the 
business of a single year. 


NEED OF COORDINATED, Non- 
TECHNICAL APPROACH 


Tax planners want the tax-free recovery 
of outlay made surer, sooner, and simpler, 
particularly where new processes, new 
plants, and general business expansion are 
involved. Since the proposals are so 
varied, and from so many different 
sources, governmental, private, and pro- 
fessional, with such a wide range of ob- 
jectives, there is a vital need of coordi- 
nating them. There may never be a more 
opportune time than in the coming transi- 
tion period to accomplish the major aims, 
but accomplishment depends on thorough 
understanding and cooperation. Unless 
the proponents can start from a common 
understanding of certain fundamental 
points, their proposals will seem to clash 
more than they really do. The approach 
ought not to be technical. It can be dis- 
cussed in simple terms of business ovwf- 
lay and business income: how and when 
one affects the other. This is merely a 
matter of t7ming the deduction of amounts 
which are going to be deducted sooner 
or later in any event. 


OBJECTIVES 


Let us look first at the objectives. What 





By Lloyd Gibson 


results are sought through proposed 
changes? What other desirable results 
might be obtained? The list is short, but 
the total effect can be impressively im- 
portant in the national interest. Aims are: 


To encourage the spending of private funds, 
promptly and in great volume, for 


establishing new industries ; 

building new plants; 

replacing old buildings, machinery and 
equipment; and for expanding research, ex- 
perimentation, exploration and development; 


in order to increase opportunities for good 
jobs, and, at the same time, to produce more 
and better things for people to use and enjoy. 

To simplify the needlessly complex admin- 
istrative tasks of the Bureau of Internal Rev- 
enue and its field agencies. 

To reduce the volume of income tax litiga- 
tion, an astonishing portion of which, in prior 
years, has involved nothing but the siming of 
deductions. 

To simplify the taxpayer’s burdensome 
duties in compliance with the mechanics of in- 
come tax requirements. 

To achieve certainty and finality, so that the 
taxpayer may know, when a final return is 
filed, that the deductions are not going to be 
altered, by redetermination a few years later, 
except in case of gross error or misrepresenta- 
tion. 

To provide reasonable, equitable means of 
adjustment where past deductions are deemed 
to have been unauthorized or excessive. 

To minimize differences between accounting 
for books and for tax purposes. 

To increase official recognition of the com- 
petency of qualified public accountants to de- 
cide accounting questions in the determination 
of taxable income. 

To do all this with the need for adequate 
National revenue clearly in mind. 


OVERHAUL PREFERABLE TO PATCHING 


The natural inclination of anybody 
having only one of these goals in mind 
is to propose a single amendment, set- 
ting up a special exception to existing 
law, presumably leaving everything else 
as it is. Examples are proposals such as 
those for a special deduction of a specific 
portion, say a third, of the cost of new 
equipment in the year of purchase, and 
for a specific short-term amortization pe- 
riod for certain research costs. When all 
needs are considered together, however, 
it becomes clear that a thoroughgoing 
overhaul is preferable to patches and at- 
tachments. This calls for reexamination 


of code provisions, regulations, and ad- 


* Paper originally presented at April meet- 
ing of the Tax Forum, New York. 
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ministrative procedure, as they affect 
these particular aims. 

It will be helpful to pick our way 
through the existing maze first, and af. 
terward to consider proposals for te- 
charting the course and demolishing the 
pitfalls. By doing so we may find that 
there are two or three good ways of 
reaching some of the goals. That would 
make it possible for all concerned, 
whether acting for Treasury or taxpayer, 
to concentrate on objectives and avoid 
deadlocks over mere details. 


EXAMINATION OF STATUTORY PROVISIONS 


The statutory pattern, in sections 21 
to 24 of the Code, is first to define net in- 
come (as “gross income . . . . less the 
deductions allowed’’) ; second, to define 
gross income; third, to list specific cate- 
gories of allowable deductions (expen- 
ses, interest, taxes, losses, depreciation, 
etc.) ; and finally to list certain classes of 
items not deductible. Then, in sections 
41 to 44 of the Code, the scope and lim- 
its of alternative methods of accounting 
for income and deductions is prescribed. 
The Commissioner’s regulations follow 
the pattern of the Code sections, in gen- 
eral, but greatly amplified wording is 
substituted, supplementary language is 
added, and some expressions not used 
in the statute are introduced. 

Later, when we want to see, as of any 
particular time, how much is left to be 
written off, out of an amount not treated 
as Current expense when spent, we shall 
have a look at sections 113 and 114. But 
now, with our interest focused on what 
the Code and regulations have to say 
about the timing of deductions, we find 
that sections 23, 24, 41, and 43 are the 
ones to be examined. It is there, if any- 
where, the Congressional intent and 
Treasury policy are expressed. The 
pertinent parts of the Code language, 
taking the sections in reverse order, are 
as follows: — 


Sec. 43: The deductions . . . . provided for in this 
chapter . . . . shall be taken for the taxable we 
which “paid or accrued” or “paid or incurred, ie 
pendent upon the method of accounting upon © 
basis of which the net income is computed, unless 0 
order to clearly reflect the income the deductions 
. . . . Should be taken as of a different period. . - 3 
Sec. 41: The net income shall be computed upon the 
basis of the taxpayer’s annual accounting perl 

.... in accordance with the method of accounting 
generally employed in keeping the books of such = 
payer; but... . if the method employed pens 
clearly reflect the income, the computation shall ! : 
made in accordance with such method as in the opin 
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Deduction of Business Expenditures 


jon of the Commissioner does clearly reflect the in- 


gee. 24: In computing net income no deduction shall 
jn any case be allowed in respect of .... any 
amount paid out for new buildings or for permanent 
improvements or betterments made to increase the 
value of any property or estate; ... - (or) any 
amount expended in restoring property or in making 
good the exhaustion thereof for which an allowance 
js or has been made. .... , 
Sec, 23: In computing net income there shall be ai- 


lowed as deductions: 

(a) Expenses.—(1) TRADE oR BUSINESS EXPENSE.— 

(A) In General.—All the ordinary and necessary ex- 
ses paid or incurred during the taxable year in 

carrying on any trade or business. .... (*) 


CONGRESSIONAL INTENT TO RECOGNIZE 
ACCOUNTING AND AvolID STRICT 
FORMULA 


When the Code provisions are thus 
assembled and reviewed in a body they 
do not give the impression that Con- 
gress intended to make precise, unvary- 
ing distinctions in the timing of deduc- 
tions. On the contrary, they appear to 
indicate a strong inclination to recognize 
the need of reasonable latitude in this re- 
spect. The broad guiding principles are 
stated, but Congress was obviously 
aware that there can be more than one 
right answer in some situations, and that 
the choice of alternatives ought to be 
permitted to vary in accordance with the 
circumstances. 

Another thing shown by this review 
is that Congress meant to give due 
weight to the taxpayer's own way of ac- 
counting for its income and deductions 
in keeping its books. The impression 
given by the Code language is that, ex- 
cept where Congress saw fit to prescribe 
or permit a special departure, the tax- 
payer's accounting treatment would be 
decisive unless it was clearly wrong. 
When it authorized the Commissioner 
to select a substitute method, where the 
taxpayer's accounting does not clearly 
teflect income, Congress can not be as- 
sumed to have aimed at anything but a 
fair and impartial determination. It is 
not conceivable that Congress meant to 
give the Commissioner free rein to dis- 
regard the taxpayer’s accounting treat- 
ment when it substantially conforms to 
accepted principles. 

Certainly no business man nor pro- 
fessional accountant can draft, on the 
basis of the Code language alone, a work- 
able definition of “capital expenditure,” 
by which to determine infallibly, under 
all circumstances, what the term includes 
and what it does not include. No mat- 
tet how or where the line is drawn there 
will always be items which could fall on 
either side. For that reason the term is 


——__. 


(*) The regulation continues with details concerning 
salaries, traveling expenses, rentals, contributions, ad- 
vertising and good will (which may be capitalized 
under a special provision but are ordinarily ez- 
Denses), non-business expenses, and with 26 other 
subdwisions, from (b) to (aa), including those al- 
lowing deductions for interest, taxes, losses, depreci- 
ation, depletion, and amortization. 


often more hindrance than help in reach- 
ing a decision. Congress has steered 
clear of it; let us see how it is treated in 
the Commissioner's regulations, under 
the four Code sections just examined. 


REGULATIONS ON ACCOUNTING METH- 
ODS AND NoON-DEDUCTIBLE ITEMS 


Although section 43, with which our 
Code quotations began, is concerned 
primarily with the distinction between 
accrual and cash methods of accounting, 
its wording is broad enough to cover 
other questions of timing. Thus it is 
the base on which the Bureau of Internal 
Revenue stated its general policy: 


Sec. 29.43-2. WHEN CnHaraes DeEpucTIBLE—Each 
year’s return, so far as practicable, both as to gross 
income and deductions therefrom, should be com- 
plete in itself..... The expenses. ... of one 
year can not be used to reduce the income of a sub- 
sequent year. A taxpayer has the right to deduct all 
authorized allowances, and it follows that if he does 
not within any year deduct certain of his expenses, 
losses, interest, taxes, or other charges, he cannot de- 
duct them from the income of a succeeding year. 


Note that the emphasis here is on cur- 
rent deduction, and against deferring de- 
duction to a subsequent year. The warn- 
ing is not against making deductions too 
soon. It is against making them #00 Jate. 
This is consistent with safe accounting 
and more attention ought to be paid to 
it in the Bureau’s audits. The comment 
applies as well to the sound policy state- 
ment with which the same regulation con- 
tinues: 


It is recognized, however, that particularly in a go- 
ing business of any magnitude there are certain over- 
lapping items both of income and deduction, and so 
long as these overlapping items do not materially dis- 
tort the income they may be included in the year in 
which the taxpayer, pursuant to a consistent policy, 
takes them into his accounts. .... 


The regulations under section 41 be- 
gin with somewhat similar language: 


Sec. 29.41-1. CompuTaTION oF NET INcomME.—Net in- 
come must be computed with respect to a fixed pe- 
riod .... known as the taxable year..... The 
time as of which any item of gross income or any 
deduction is to be accounted for must be determined 

. in such a manner as clearly reflects the tax- 
payer’s income. If the method of accounting reg- 
ularly employed by him in keeping his books clearly 
reflects his income, it is to be followed with respect 
to the time as of which items of gross income and de- 
ductions are to be accounted for. If the taxpayer 
does not regularly employ a method of accounting 
which clearly reflects his income, the computation 
shall be made in such manner as in the opinion of 
the Commissioner clearly reflects it. 





Up to that point the regulation closely 
parallels the statutory language, but the 
regulation contains three additional sub- 
sections, parts of which are directly per- 
tinent to our subject: 


Sec. 29.41-2. Basis or CompuTaTion.—Approved 
standard methods of accounting will ordinarily be 
regarded as clearly reflecting income. A method of 
accounting will not, however, be regarded as clearly 
reflecting income unless all items of gross income and 
all deductions are treated with reasonable consis- 
Oo ea 

Sec. 29.41-3. MeTHops oF AccouNTING.—It is recog- 
nized that no uniform method of accounting can be 
prescribed for all taxpayers, and the law contem- 
plates that each taxpayer shall adopt such forms and 
systems as are in his judgment best suited to his 
purpose. .... 


Here we have a nice balancing of the 
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taxpayer's judgment and the Commis- 
sioner’s opinion. Continuing, the reg- 
ulation points out the legal requirement 
to report true income and to keep ad- 
equate accounting records. The essen- 
tials of such records are stated to in- 
clude, in addition to inventory records 
where appropriate, the following: 

(2) Expenditures made dufing the year should be 
properly classified as between capital and expgpse; 
that is to say, expenditures for items of plant, &juip- 
ment, etc., which have a useful life extending sub- 
stantially beyond the year should be charged to a 
capital account and not to an expense account; and 
(3) In any case in which the cost of capital assets 
is being recovered through deductions for wear and 
tear, depletion or obsolescence, any expenditure (other 
than ordinary repairs) made to restore the property 
or prolong its useful life should be added to the 


property account or charged against the appropriate 
reserve and not to current expenses. 


It is in the regulation under section 
24 (Items Not Deductible) that we find 
the expression “Capital Expenditures,” 
but merely as a caption for the following 
statement: 


Sec. 29.24-2. CapiraL ExpENDITURES.—Amounts paid 
for increasing the capital value or for making good 
the depreciation (for which a deduction has been 
made) of property are not deductible from gross in- 


That sentence is followed by a refer- 
ence to the depreciation section and then 
by various examples of items to be con- 
sidered. as “Investments of capital” or 
as part of the cost of property owned or 
acquired by the taxpayer, as follows: 


Amounts expended for securing a copyright and 
plates, which remains the property of the person 
making the payments. .... 

— cost of defending or perfecting title to prop- 
a ee 

The amount expended for architects services. .... 
Commissions paid in purchasing securities. ... . 


Expenses of administration of an estate.... 
chargeable against the corpus... . . 

Amounts .... paid under an agreement between 
bondholders or shareholders . . . . in a reorganization 
Gt. + « + CORPOUSINEL.. «.% 


Expenses of the organization of a corporation. ... . 


Does any of the quoted language, or 
all of it put together, clearly define “‘cap- 
ital expenditure”? Does any of it tell 
you precisely what expenditures you may 
deduct when you make them, and what 
ones you must not? Try a few examples, 
such as the cost of a trip on which you 
look over some second-hand construc- 
tion machinery which you may or may 
not buy next year; or the cost of miscel- 
laneous research work which may or may 
not lead to a useful discovery; or the cost 
of new tubes in a medium-age boiler. 
Have you incurred “ordinary and neces- 
sary expenses” for travel, salaries, wages, 
and repairs, or have you made “expendi- 
tures for items of plant, equipment, etc., 
which have a useful life extending sub- 
stantially beyond the end of the year’’? 
Have you paid out these amounts for 
“increasing the capital value... . of 
property’? In one sense you “restore” 
the boiler, or you are “making good” 
some of the worn parts, but is this “other 
than ordinary repairs,” and is it some- 
thing ‘for which a deduction has been 
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made” through depreciation? The an- 
swers depend, of course, upon the sur- 
rounding circumstances and upon your 
established accounting practice. 

Contrasted with the “items not deduc- 
tible” are the “expenses” deductible un- 
der section 23, which are thus described 
in the corresponding regulation: 


Sec. 29.23(a)-1. Business ExpEeNsEsS.—Business ex- 
penses deductible from gross income include the or- 
dinary and necessary expenditures directly connected 
with or pertaining to the taxpayer’s trade or business. 
.... Among the items included in business ex- 
penses are management expenses, commissions 
...., labor, supplies, incidental repairs, operat- 
ing expenses of autombbiles used in the trade or 
business, traveling expenses... . , advertising and 
otM@t selling expenses, together with insurance pre- 
miums against fire, storm, theft, accident, or other 
similar losses in the case of a business, and rental 
for the use of business property. ... . 

Other regulations under section 23 (a) 
explain the respective expense items, in- 
cluding repairs. The wording used to 
distinguish repair expense from non-de- 
ductible replacement cost corresponds to 


that quoted from sections 41 and 24. 
ORIGINAL BUREAU POLICY 


As evidenced by the quoted regula- 
tions, the original effort of the Bureau 
was to follow the policy indicated in the 
statute, recognizing the need of reason- 
able latitude in accordance with varying 
circumstances, and according substantial 
weight to accounting practice, including 
the taxpayer’s own. Anyone familiar 
with the first twenty years of income tax 
administration knows that disallowance 
of expense deductions occurred in only a 
very small percentage of the total num- 
ber of instances that might have been 
questioned under a strictly technical rule 
with all doubts thrown against the tax- 
payer. Where disallowances were made 
they usually involved items of construc- 
tion or equipment, deducted as repairs 
by the taxpayer, but treated as capital ad- 
ditions (replacements) by the Bureau 
auditor. Disallowances of intangible ex- 
penditures in connection with research, 
exploration, development and the like 
were much rarer. From time to time 
questions raised in particular cases were 
settled by litigation, but generally the 
established accounting practice in the 
business was the decisive factor. 

Gross errors and intentional distor- 
tion were naturally sought out and cor- 
rected. Special attention was directed to 
seeing that an item was deducted only 
once, and vigorous measures were taken 
to prevent continuance of deductions for 
depreciation after cost had been fully 
recovered, but less importance was at- 
tached to the time of deduction. 

The thoughtful, experienced critic 
will not jump to the conclusion that such 
a policy was all wrong, or that it was 
merely careless administration. It cer- 
tainly can not be condemned from the 
standpoint of the amount of revenue ul- 
timately collected. As we shall see when 
we examine the effect of changed depre- 
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ciation policy, the later advent of strict, 
technical screening, in order to disallow 
items that might be construed as capital 
expenditures, has often resulted in per- 
mitting them to be deducted when tax 
rates were much higher. In the long 
run the Bureau’s departure from its ear- 
lier policy may have caused a consider- 
able loss in revenue. Meanwhile, much 
administrative energy has been wasted, 
and many taxpayers have been need- 
lessly harassed. A return to the best 
features of the former attitude, exempli- 
fied by a greater degree of mutual confi- 
dence, might be surprisingly beneficial 
to both sides. 


“CAPITAL EXPENDITURES’: AN 
UNDEFINED EXPRESSION 


What underlies the recent trend? 
Why have Bureau examiners begun to 
question the deduction of items that were 
formerly deducted in common prac- 
tice? The answer may be that they attach 
too much importance to the term, “Cap- 
ital Expenditures,” disregarding the 
fact that the expression is not precisely 
defined, and probably was never in- 
tended to be. Examiners are frequently 
heard to say that such and such items are 
“capital expenditures by nature” and 
therefore can not be expense. Such an 
assumption bars the very consideration 
of surrounding circumstances which 
ought to determine the point. The real 
question is whether the item is one that 
can appropriately be a charge against 
current business. If the answer to that 
question is “yes,” the item is current ex- 
pense. If “no,” then it becomes a capital 
expenditure (or perhaps a prepaid ex- 
pense). 

Most business expenditures, of course, 
raise no question. Everybody knows 
that the cost of a new plant is a capital 
investment. Everybody knows that the 
pay of the man on the production line 
is expense. Many kinds of outlay can be 
classified as readily, but many others can 
not. There is a wide borderland between 
the definite capital expenditures and the 
definite expenses. In this borderland 
zone are items not easily tested by in- 
definite phrases like “increasing the 
capital value . . . . of property.” Many 
others have no connection with items of 
plant or equipment, but are spent in 
some intangible undertaking, as in a 
search for information. Such undertak- 
ings are often closely associated with 
current operation activities carried on by 
the same personnel. It is literally impos- 
sible to know, in connection with many 
of the intangible expenditures in a go- 
ing business, when the books are closed 
at the end of a year, whether the expen- 
ditures will have resulted in the posses- 
sion of something having ‘‘a asekl life 
extending substantially beyond the end 
of the year.” 





RESEARCH, EXPERIMENTATION, 
EXPLORATION AND DEVELOPMENT 


Take, for example, the activities of 
research group in the testing laboratory 
of a manufacturing plant, or a crew con. 
ducting experimental operations in 4 
transportation system, or an exploration 
party hunting new sources of some 
natural product, such as rubber, or a 
group attempting to develop commer. 
cial uses for a new and untried product, 
Two competent accountants might size 
up the status of one of those activities a 
the close of a year and reach opposite 
conclusions. To one, the money spent 
might appear to represent an asset, be- 
cause of the potentiality ; to the other, it 
might represent no asset at all, because 
of the uncertainty. Judgment would al. 
most certainly be tempered by other cit- 
cumstances, including the relationship 
to current operations. If the business 
were new, or undergoing expansion, 
more weight might be given to argu- 
ments favoring capitalization or defer- 
ment. If the activity were aimed mote 
at maintaining the volume or retarding 
the decline of an established business, 
the inclination toward expense might 
be stronger . 

In actual practice the accounting deci- 
sion in such instances has been found to 
be more than ten to one in favor of ex- 
pense. If the present trend of Bureau 
administrative practice were to continue, 
such companies would soon be con- 
fronted with an attempt to move the 
boundary line over to the extreme limit 
of the borderland between capital and 
expense, narrowing the expense items 
down to what the taxpayer could 
“prove” by standards set by the Bureau 
itself. “An example of such a move is the 
recent drive to require capitalization of 
exploration expenditures, particularly 
geological and geophysical, by oil and 
gas companies. Although nearly all of 
such outlay had been treated as expense 
by most companies, and had been al- 
lowed as a deduction in computing tax- 
able income for nearly thirty years, the 
Bureau decided in 1942, after some in- 
effectual gestures in previous years, to 
disallow the deduction of geological and 
geophysical exploration expense except 
where it 


‘did not result in the acquisition of properties, 


or resulted in the surrender of properties. * 


This revolutionary change was insti- 
tuted by means of a Field Procedurt 
Memorandum, dated November 24, 
1942, in which it was also directed that 
geological and geophysical expense it- 
curred in connection with locating, drill- 
ing, and operating wells on the taxpay- 
er’s own property might be treated as 4 
development or operating expense. Al 
though there was some indication at first 
that the order would be applied so 4s 
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to resolve reasonable doubts toward the 
side of deductibility, the trend has been 
recisely in the opposite direction. 
Moreover, the order has been applied 
retroactively, with extremely burden- 
some results in some instances. The 
changed central Bureau policy prevailed, 
in this instance, over strong contrary 
opinion on the part of some of the ex- 
perienced field engineers and auditors. 

A strong case can be made out against 
the Bureau’s position on certain phases 
of the exploration cost issue, but the 
whole incident shows clearly how the 
wind is blowing. There is an obvious 
difference between investing money in 
tangible property, such as land or ma- 
chinery, and spending venture money on 
something as intangible and uncertain 
as mere information, largely negative, 
about geological conditions. Knowing 
that most of the territory examined will 
not be acquired, that most of the land 
leased will be dropped as not worth test- 
ing by the drill, and that there will be 
heavy adds against success in drilling, 
few men can be so optimistic as to feel 
that the money thus spent is represented 
bya valuable asset. It is not our present 
purpose to go to the bottom of this par- 
ticular controversy. The point which it 
so clearly illustrates is the Bureau’s in- 
creasing tendency to take advantage of 
every newly offered pretext to depart 
from established practice in distinguish- 
ing between expense and “capital expen- 
diture.” 

A short step in the same direction 
would carry the quest deep into research 
and development outlay in general. 
Signs of such a quest are already visible. 
The Bureau could assemble some de- 
cided cases to stand upon, as more or 
less reliable footing, just as it claimed to 
have for its stand on exploration costs. 
It is beyond the scope of this paper to 
cite or analyze such cases. They are well 
known, amply discussed, and readily 
available in various income tax trea- 
tises.* Whether they would support a 
decision to treat any particular debat- 
able item of so-called research, explora- 
tion, or development cost as expense de- 
pends, to a considerable extent, on the 
attitude of the person making the test. 
The important question is whether it is 
necessary, or justifiable in the general 
national interest, to have a rule requir- 
ing strict, technical determination of 
that difficult distinction in the case of 
such expenditures ? 


Om WELL Drittinc Costs 


A related matter, meriting attention 
in connection with research and devel- 
opment in general, is the optional treat- 
ment, provided in the income tax regula- 
tions ever since 1918, for intangible 
drilling and development costs in con- 
nection with oil and gas wells. Most op- 
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erators have elected, in accordance with 
the option thus provided, to treat such 
intangibles as expense. In recent years 
the attitude of some Treasury and Bu- 
reau officials has been hostile to the prac- 
tice thus established, but their efforts to 
have it abolished by legislation have 
failed. The most recent attack on the 
regulation authorizing optional treat- 
ment was in an opinion written by Judge 
Sibley, of the U. S. Circuit Court of Ap- 
peals for the Fifth Circuit, in deciding 
the appeal of F. H. E. Oil Company et al, 
on March 6, 1945. Judge Sibley saw fit 
to go beyond the bounds of the rela- 
tively narrow issue in the case in order to 
state his opinion that the regulation as 
a whole was invalid. The Bureau’s com- 
mendable reaction, as stated March 29, 
in a published letter from Commissioner 
Nunan to Attorney Wesley E. Disney, 
was to continue to follow the regulation, 
and to declare that any future “clarifica- 
tion of the law” that might impel a 
change in the regulation would not be 
given retroactive effect without Con- 
gressional direction. On May 4, follow- 
ing petition for rehearing, Judge Sibley 
restated his opinion, confined the deci- 
sion to the relatively narrow issue in the 
F.H.E. case, and clearly stated the court’s 
intention to “lay to one side” the ques- 
tion of the reguation’s validity. Mean- 
while a resolution and several bills are 
pending in Congress, all aimed at re- 
moving any doubt that this long-estab- 
lished provision has Congressional sanc- 
tion. 

The word “whittling,” as used by 
Judge Sibley in his widely read opinion, 
picturesquely describes the treatment of 
many tax questions. The courts, the ad- 
ministrative officials, and the taxpayers 
have all had a hand in it. In fairness it 
should be said that the Bureau’s whit- 
tling habit is due in part to lack of ad- 
equate coordination,* but that is no rea- 
son for letting the habit continue. Can 
a way be found to minimize whittling 
and uncertainty in this whole field of 
questions on current vs. deferred deduc- 
tion? 

The answer may be found in the an- 
swer to another question, not technical 
but highly practical. It applies not only 


(*) “The decentralization of the Bureau has re- 
sulted, as a matter of course, and in spite of the 
mechanism set“up for coordination, in an increasing 
divergence of views and policies in the various field 
offices. This creates situations in which, for ex- 
ample, one field division may be defending an appeal 
on a certain issue in which the taxpayer’s position 
conforms exactly with the position conceded by the 
Bureau in some other field division. If the appeal is 
decided against the taxpayer, the other divisions, as 
well as the coordinating officers in Washington, are 
made to appear in error, and thousands of taxpayers 
are thrown into still greater confusion. It seems ob- 
vious that steps should be taken to strengthen the 
authority of the centralized coordinating group, to 
provide for more frequent supervisory visits and dis- 
cussions of policy, including inter-division exchanges 
of views, and particularly to refrain from litigation 
involving a change of established Bureau policy, un- 
less and until the policy-making officials of the Bu- 
reau are aware of the proposed change, and give 
their approval.” . 

“Depletion and Related Matters,’’ by Lloyd Gibson, 
Tax Forum No. 58, December, 1941. 
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in deciding whether an item should be 
treated as expense, but also in deciding 
how rapidy to amortize it if it is not 
treated as expense. Why quibble over 
borderland items? Does it serve any use- 
ful purpose, in the long run, from the 
standpoint of national revenue and na- 
tional interest in general, to make cer- 
tain that every deduction occur at the 
“proper” time, as determined by strict, 
technical rules? Suppose careful analy- 
sis shows that a particular cost item, 
tangible or intangible, might appropri- 
ately have been spread over 10 years, but 
has in fact been spread over only 5 years, 
or even charged to expense in one year: 
just how serious is such a departure from 
the straight and narrow path, assuming 
that it is not a case of gross negligence 


or fraud? 


Depending on the rising or falling 
trend in tax rates, on the occurrence or 
non-occurrence of net operating losses 
in the business as a whole, and some- 
times on the relation to other transac- 
tions or other deductions, the treatment 
accorded to this particular cost item may 
or may not bring about a net reduction 
in the tax paid in the long run. In most 
cases it would not be possible for either 
the Bureau or the taxpayer to guess cor- 
rectly, at the time the money is spent, 
whether the best bet, in terms of taxes, 
would be current deduction, short-term 
spread, or long-term spread. Thus, even 
if the most selfish motives are ascribed 
to the taxpayer, one can not safely as- 
sume that he would always choose to 
write his expenditures off too soon or 
too fast. Experience has shown repeat- 
edly that deliberate attempts to decrease 
or increase taxes by adjusting deprecia- 
tion or charges to expense often back- 
fire and produce subsequent results op- 
posite to those currently sought. 

It need not be feared that modification 
of the Commissioner's policing range in 
this field would result in a flood of radi- 
cal departures from good accounting 
principles. Bear in mind that qualified 
public accountants are standing watch to 
protect the interests of both the current 
and the prospective stockholders. They 
see to it that excessive charges against 
income are avoided, in the interest of 
stockholders who want a dependable 
statement of the earnings available for 
dividends. They are also vigilant to pre- 
vent any possible overstatement of ap- 
parent net worth, having the interest of 
the investor in mind, and will thus insist 
on reasonably conservative timing of 
write-offs. 


PROPOSED REMEDIES: LEGISLATIVE 
AMENDMENT, REGULATION REVISION, 
ADMINISTRATIVE RENOVATION 


In spite of the important part which 
the Commissioner's regulations repre- 
sent in the sum total of the law on our 
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subject, it is clear that regulatory revision 
alone will not bring about the needed 
improvement. A few fundamental 
changes in the Internal Revenue Code 
are needed to start with, but these need 
not be numerous nor complex. Revision 
of regulations will follow as a matter of 
course. With reasonable statutory lim- 
its on the scope of the Commissioner's 
discretion, plus an indication of policy 
from higher administrative levels, re- 
sponsible business firms may then know 
where they stand as to tax liability and 
be able to plan for the discovery, devel- 
opment, and expansion which everybody 
wants. 

Since good accounting practice is the 
safest common ground on which the Bu- 
reau of Internal Revenue and the tax- 
payer can stand together, the starting 
point should be in Code Section 41, Ac- 
counting Periods and Methods, General 
Rule. In that section the clause cover- 
ing situations in which the taxpayer's ac- 
counting method does not clearly reflect 
the income should be amended by strik- 
ing out the words, ‘in the opinion of the 
Commissioner.” The clause would then 
read; 
if the method employed does not clearly reflect the 
income, the computation shall be made in accordance 
with such method as does clearly reflect the income. 

The regulations under this section 
should be modified accordingly, and a 
new paragraph (4) should be added un- 
der Sec. 29.41-3 to the following effect: 


Expenditures made during the year for research, 
experimentation, exploration, and development, 
should be classified as between capital and expense, 
or as between deferred expense and current expense, 
in accordance with the method adopted by the tax- 
payer for each type of expenditure (not later than 
the year in which this regulation is adopted or the 
subsequent year in which a substantial amount of 
such type of expenditure is first incurred) and con- 
sistently followed thereafter. 


Code section 24, Items Not Deducti- 
ble, should be amended by inserting a 
new sub-paragraph to the following ef- 
fect: 


(a) (8) Amounts paid or accrued for research, ex- 
perimentation, exploration, and development, if and 
to the extent that such amounts are not allowable as 
deductions under section 23. 

Note that the same purpose might be 
served by inserting something like 
“notwithstanding any other provision to 
the contrary” in the new clause or sub- 
section authorizing deduction in section 
23, but the suggested plan seems clearer 
and more consistent with the statutory 
pattern. In the regulations under sec- 
tion 24 the rule with respect to these par- 
ticular intangibles could be made clear 
by adding, at the end of section 29.24-2 
(Capital Expenditures), words to this 
effect : 


Amounts paid for research, experimentation, explora- 
tion and development are deductible under section 
23 to the extent that they are classified as current 
expense under the accounting method adopted and 
consistently followed by the taxpayer (see Sec. 23 
and Sec. 29.41-3) or under an election pursuant to 
regulations under section 23. Amounts so expended 
which are not deductible as expense may be treated 
as capital expenditures or as deferred expense in ac- 
cordance with the taxpayer’s accounting method. 


Code section 23, Deductions from 
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Gross Income, should be amended by in- 
serting an additional clause or subsec- 
tion providing expressly for the deduc- 
tion of 

expenditures for research, experimentation, explora- 
tion, and development to the extent that such ex- 
penditures are classified as current. expense in ac- 
cordance with the method of accounting adopted 
and consistently followed by the taxpayer for each 
type of expenditure, or allowable as deductions under 
any other provision of this section; such adoption of 
method may be as of the beginning of any taxable 
year for which adjustment of taxable income is not 
barred under sections 275-77 hereof, provided notice 
of such action is included in the taxpayer’s return 
for the year in which this provision is enacted. 


The wording might vary considerably 
from this suggestion, but should be to 
the effect indicated. The point of inser- 
tion is a matter of choice, which should 
probably be left to the legislative drafts- 
man. Detailed explanation of the terms 
(research, etc.)could be left for the 


. regulations, provided the legislative rec- 


ord were such as to make the intent clear. 
The regulation could also cover any cau- 
tion deemed necessary to prevent treat- 
ing cost of permanent plant and equip- 
ment as expense. Any inconsistent or 
conflicting language in other regula- 
tions should be deleted or modified; for 
example, in section 29.23 (1)-7, Depre- 
ciation of Patent or Copyright, such 
words as “development or experimental 
expenses. 


ALTERNATIVE APPROACH 


In the event that Congress, or a con- 
siderable body of taxpayers, will not 
concede any departure from a strictly 
technical definition of ‘‘capital expendi- 
ture,” an alternative and probably less 
desirable approach might be under- 
taken. This would be to let the language 
of section 24 stand, but to insert special 
language in and under section 23 provid- 
ing that the taxpayer may amortize the 
cost of research, experimentation, ex- 
ploration, and development, over any 
period which the taxpayer may select. 
The period could be left without upper 
or lower limits, so that it could be a sin- 
gle year if desired; or limits could be 
set, such as not less than two years nor 
more than twenty. The essential points 
would be to assure write-off within a 
safe period and to make certain that 
the taxpayer's amortization computation 
would not be subject to any belated, 
hindsight adjustment by the Bureau. 


DEPRECIATION 


The law on Depreciation is found in a 
very brief Code provision, a moderately 
long regulation, and many rulings and 
judicial decisions. There is also an offi- 
cial publication, called ‘Bulletin F,” 
which, although expressly not having 
the status of law or regulations, purports 
to be an “indication” of the Bureau’s 
ideas about depreciation. It contains a 
list of specimen depreciation rates for 


various kinds of property none of which 
the Bureau promises to accept without 
putting the taxpayer to his proof. The 
impact of all this on any particular tax. 
payer depends on the kind of business he 
is in, where his office is located, how 
long he has owned his depreciable prop. 
erty, and many other things. Little in. 
timation of the difficult nature of a Bu- 
reau depreciation settlement is con. 
tained in the language of the statute and 
regulations, the essential parts of which 
are as follows: 
Code, Sec. 23. In computing net in 
be allowed as deductions: 45 b* on 
(1) DEpPRECcIATION.—A reasonable allowance for the 
exhaustion, wear and tear (including a reasonable 
allowance for obsolescence)— 

(1) of property used in the trade or business, or 

(2) of property held for the production of in. 

come. ...-. 


Regulations, Sec. 29.23(1)-1. DEPRECIATION.—. . , 

The proper allowance for such depreciation is that 
amount which should be set aside for the taxable 
year in accordance with a reasonably consistent plan 
(not necessarily at a uniform rate), whereby the 
aggregate of the amounts so set aside, plus the sal- 
vage value, will, at the end of the useful life of the 
depreciable property, equal the cost or other basis of 
the property determined in accordance with section 
118. Due regard must also be given to expendi- 
tures for current upkeep. .... 


The next two sections tell what is in: 
cluded in depreciable property, tangible 
as well as intangible, the cited examples 
of depreciable intangibles being patents, 
copyrights, licenses, and franchises. The 
regulation which really underlies recent 


Bureau depreciation policy is this: 

Sec. 29.23(1)-5. MeTHop or CompuTiNG DEpREcIA- 
TION ALLOWANCE.—The capital sum to be recovered 
shall be charged off over the useful life of the 
property, either in equal annual installments or in 
accordance with any other recognized trade practice, 
such as an apportionment of the capital sum over 
units of production. Whatever plan or method of 
apportionment is adopted must be reasonable and 
must have due regard to operating conditions dur- 
ing the taxable ‘period. The reasonableness of any 
claim for depreciation shall be determined upon the 
conditions known to exist at the end of the period 
for which the return is made. If the cost or other 
basis of the property has been recovered through de- 
preciation or other allowances no further deduction 
for depreciation shall be allowed. The deduction for 
depreciation in respect of any depreciable property 
for any taxable year shall be limited to such ratable 
amount as may reasonably be considered necessary to 
recover during the remaining useful life of the 
property the unrecovered cost or other basis. The 
burden of proof will rest upon the taxpayer to 
sustain the deduction claimed. ... . 

The earlier version of the regulation 
provided, in connection with burden of 
proof, that the taxpayer’s depreciation 
deductions would not be disallowed “un- 
less shown by clear and convincing evi- 
dence to be unreasonable.” It was the 
dropping of this clause in 1934 that 
really put the bite into the regulation, 
and into administrative policy. The 
amended version continues with details 
of proof requirements, and with the 
clearly inequitable basis adjustment fea- 


tures discussed below. 


DEPRECIATION BASIS: 
ADJUSTMENT PROVISIONS 


Code section 114 provides that the 
basis for depreciation and cost depletion 
is the same as the adjusted basis pro 
vided in section 113 for determining 
gain or loss from disposal. The latter 
section provides for adjusting the cost 
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; spect of any period since February 28, 1913 
7 Trt the extent allowed (but not less than the 


ymount allowable). 

Under this provision the taxpayer 
js penalized for any so-called ex- 
cess deduction in the past but is denied 
a remedy for any past failure to deduct 
enough. This inequity is carried to the 
extreme by interpreting “in respect of 
any period” to mean that the test must 
be applied separately for each year. 
Take, for example, a plant costing $100,- 
000, on which depreciation has been 
claimed at the rate of $8,000 per year for 
two years and $2,000 per year for three 
years, making a total of $22,000. Sup- 
pose it is then determined that the “‘al- 
lowable” deduction, based on uniform 
spread over the Bureau’s retroactive es- 
timate of life, would have been $5,000 
per year, ora total of $25,000. This tax- 
payer has clearly not claimed too much 
depreciation in the five-year period. He 
has claimed $3,000 less than enough. 
Yet he is required to adjust his basis by 
the amount of two times $8,000 plus 
three times $5,000, making a total of 
$31,000. His “adjusted basis,” the 
amount left to write off over the next 15 
years, is only $69,000, but it ought to be 
$75,000. His yearly allowable deprecia- 
tion thereafter will be $4,600 instead of 
the $5,000 which is admittedly the ap- 
propriate amount. 

Suppose also that he incurred operat- 
ing losses in the early years, so that the 
so-called “excess” deductions had no ef- 
fect in reducing his tax liability, and that 
the adjustment is made after it is too 
late to amend his claimed deduction for 
any of the five years. He has then had 
the benefit of only $6,000 out of the 
total of $31,000. Section 113(b) (1) (B) 
ought to be amended so as to prevent the 
year-by-year adjustment and thus to limit 
the adjusting figure to the total deduc- 
tions previously allowable or the total 
previously allowed, whichever is greater. 
In the illustration this would limit the 
adjustment to $25,000 instead of $31,- 
000, eliminating the most obvious in- 
equity. 

Another inequity may be illustrated 
by assuming the same set of facts except 
that the total “allowable” depreciation 
is $20,000, computed at $4,000 per year 
for 5 years. In that case even the tax- 
payer's total claim of $22,000 is $2,000 
in excess of the total allowable. But this 
tesults only from including some of the 
‘excess deductions” of the two loss 
years, in which the taxpayer did not use 
the deductions to reduce taxable income. 
In all fairness the so-called excess of “al- 
lowed” deductions over allowable de- 
ductions should be disregarded. Since 
the Supreme Court has decided this 
point adversely in the Virginian Hotel 
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case (319 U. S. 523), Congress ought to 
make prompt correction by amendment. 


DEPRECIATION POLICY AS DEVELOPED 
SINCE 1933 


It can be fairly stated, without un- 
favorable criticism of individual off- 


_cials, and as indicated in our discussion 


of expense vs. capital, that the Bureau 
policy on depreciation, depletion, and re- 
lated matters has been increasingly tech- 
nical and rigid, characterized by distrust 
of earlier practice. The amendment of 
the basic regulation, under dramatically 
publicized circumstances, was naturally 
taken as the signal to look for revenue in 
every case that looked promising. Bu- 
reau auditors and engineers zestfully laid 
the burden of proof upon the backs of 
thousands of business firms. Meanwhile 
the nature of required proof became 
more and more technical. Elaborate 
graphic methods of assembling, inter- 
preting, and projecting plant “mortal- 
ity” statistics were devised*. 

As a result of such activity additional 
revenue was collected for certain years, 
but the same slash in deductions which 
produced that revenue also added to the 
taxpayers’ adjusted basis remaining to 
be recovered in subsequent years. So 
far as revenue is concerned the results 
are probably negative. The serious ef- 
fects are measured in terms of costly ef- 
fort expended by the Bureau in its inten- 
sive drive, and by business taxpayers in 
trying to comply with the demands for 
substantiating data. Although some use- 
ful collateral results have been accom- 
plished by stimulating the self-improve- 
ment of business accounting practice, it 
seems certain, nevertheless, that the con- 
tinued requirement of detailed, techni- 
cal “proof” of depreciation deductions 
is not justified. It is not a question of 
reverting from scientific accuracy to 
sloppiness, but a question of going for- 
ward from ineffectual to practical pro- 
cedure. 


ADVANTAGES OF REASONABLE 
DISCRETIONARY LATITUDE 


Both government and business would 
reap substantial benefits from a change 
of policy under which the business tax- 
payer would have reasonable discretion- 
ary latitude in this regard. The Bureau 
chronically falls behind schedule in the 
audit of corporate returns, but a major 
cause of such delay will disappear when, 
if ever, the check of depreciation and re- 
lated features is limited chiefly to rec- 
onciliation between book and tax re- 
turn data. It can be said with assurance 

(*) For detailed discussion of Treasury Decision 
4422 and the development of Bureau practice there- 
tofore and thereunder, see “Practical Significance of 
the New Depreciation Policy,” by Lloyd Gibson, Tax 
Magazine, June, 1934; and “How T. D. 4422 is 


Working Out,” by same author, Tax Forum No. 7, 
May, 1936. 
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that many competent Bureau engineer 
examiners would welcome such a 
change. From the taxpayer's standpoint 
the advantage in simplification is obvi- 
ous. With the settled custom of mak- 
ing numerous field audit adjustments 
for nearly every year, and of making 
them two or three years after the books 
are closed, the Bureau has in effect com- 
pelled the average business to maintain 
a separate set of plant investment and 
depreciation records for income tax pur- 
poses. Nearly all of this would be elim- 
inated if it were established that the ac- 
counting records and the income tax 
records would hereafter be identical to 
the greatest possible extent. 

Even more important is the advantage 
of certainty and finality. Under existing 
conditions a moderately big industrial 
company usually must allow a margin 
for error, running into hundreds of 
thousands, in estimating its current tax- 
able income. Often the chief element of 
uncertainty is in the guess at possible ad- 
justments of depreciation, amortization, 
losses and charges to expense. With 
three or four prior years awaiting exam- 
ination and settlement, the amount of 
money tied up because of tax uncertain- 
ties is multiplied. 


Aw To PLANNING AND FINANCING OF 
New VENTURE PROJECTS 


It scarcely needs pointing out that the 
downright abolition of such uncertain- 
ties would be a great aid to long-range 
planning. If business could have the as- 
surance that returns prepared in accord- 
ance with good accounting would sur- 
vive a future audit without adjustment 
of depreciation and related deductions, 
a familiar obstacle to financial planning 
would disappear. The importance of 
certainty of deductions for tax purposes 
as a decisive factor in plant expansion 
planning was recognized in the enact- 
ment of the war emergency provision 
for 60-month amortization of invest- 
ment in certified emergency facilities. 
The procurement officers found that un- 
certainty in this regard was deterring 
manufacturers from risking their funds 
in new machinery and plant. The effec- 
tive remedy was to make it possible for 
the manufacturer to assure himself the 
right to deduct his cost during a certain 
period without being put into the posi- 
tion of looking forward to many years 
of haggling over a depreciation deduc- 
tion. 


SPECIAL INCENTIVE MEASURES 


Does postwar tax planning call for 
new special incentive measures, as such? 
This question deserves a serious answer, 
one way or the other, because such meas- 
ures have been suggested from the high- 
est administrative sources. Anyone at- 
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tempting an answer should first take care 
to distinguish however, between special 
measures, taken solely as incentives, and 
fundamental measures which would not 
only aceomplish lasting general improve- 
ment but would at the same time serve as 
strong incentives. 

Thus, for example, the certainty factor 
ought to be put into tax law and tax 
practice on its merits, as a matter of per- 
manent policy. Yet that very improvement 
will preserve one of the effective incentive 
features of the wartime legislation. It is 
worth repeating that the effectiveness of 
the amortization provision was not due 
merely to authorizing accelerated write- 
off, but was due in large measure to let- 
ting the business man be certain that the 
write-off would not be a matter of future 
controversy; also that it left him some 
freedom to choose, within reasonable lim- 
its, how to time the write-off. 

The Bureau of National Affairs re- 
ported, in its Daily Report for Execu- 
tives, March 27, 1945, that the Treasury 
is opposed to “a liberal acceleration of 
depreciation for all corporations,” and 
that Congress tax leaders might take the 
same attitude. The reference is to the 
suggestion, attributed to War Mobiliza- 
tion Director Byrnes last November, that 
depreciation policy be modified to per- 
mit a larger-than-normal deduction in 
the earlier years for the express purpose 
of stimulating purchases of new equip- 
ment. A corresponding suggestion has 
been made by a number of business 
groups and economists. 

In view of the emphasis thus placed 
on “acceleration,” it becomes vitally im- 
portant for all concerned to understand 
clearly that acceleration is not the only 
thing to be considered. Many current 
proposals do not feature acceleration, al- 
though they would provide reasonable 
latitude for taxpayers to increase or de- 
crease their depreciation deductions, ex- 
ercising their own judgment to the same 
extent that they do in their accounting. 
Even those who, on principle, object to 
incentive tax legislation can have no ob- 
jection to changes which will release the 
brakes on desirable business activity. 


How To RELEASE THE BRAKES 


If anybody has the slightest doubt that 
the existing depreciation provisions, ad- 
ministered under existing policy, do act as 
brakes, seriously retarding expenditures 
for new plant, let him read the report of 
Under Secretary of War Patterson, dated 
February 15, 1945, and recently released. 
The report covers the War Department's 
administration of certification of facilities 
to be amortized under section 124. The 
following comments on the history of 
that provision are quoted from the report: 


At the beginning of our rearmament program in 
1940, industry was hesitant to accept contracts whose 
completion would require the use of private capital 
for creation of new facilities, Since .... the 


future hinged upon events and policies which could 
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not be predicted with any certainty, industry could 
not ignore the possibility that conversions and ex- 
pansions . . . . might not be kept in operation long 
enough to repay their cost..... The hesitancy 
which this provoked was increased by two other fac- 
tors, (1) the stringency with which the existing rev- 
enue laws treated facility costs in computing income, 
and (2) the prospect of greatly increased rates of 
taxation .... , no one could say exactly when or 
by how much..... In the light of these uncertain- 
ties the hesitancy of industry was understandable. 
P . Something had to be done to reconcile finan- 
cial prudence with urgent military need, To bring 
this about some assurance was needed..... It 
seemed only fair to permit the cost of the facilities 
to be taken out of the high income during the pe- 
riod in which it was being earned. .... We either 
had to build an unparalleled munitions industry 
within the space of a few months or face disaster. 
We had to do so within the framework of the sys- 
tem of private enterprise, not only because it was 
the system in which we believed, but also because it 
was the system we had, and any attempt to change 
it suddenly would have brought dangerous confu- 
sion and delay. 

Now, certainly, “the stringency with 
which the existing revenue laws treat 
facility costs in computing income’ could 
and would deter venture expenditure for 
postwar plant expansion and conversion, 
just as it was deterring such expenditures 
in early 1940. Nearly everything Under 
Secretary Patterson said, in these quoted 
passages, applies as well to the permanent 
maintenance of a healthy, expanding 
postwar economy as it did to the emer- 
gency conditions of 1940. Financial pru- 
dence will be an essential virtue still. 
Reasonable assurance will still be needed. 
It will still be only fair that the cost be 
taken out of income during the period in 
which it is being earned, and the people 
who put up the money will still hesitate 
to risk some other man’s guess on that 
point. Postwar planning must still be 
within the frame work of the system of 
private enterprise because that is still the 
system in which we believe. 

How can these brakes, this needless 
stringency, be released permanently? The 
answer lies in recognizing the require- 
ments of financial cetera both in de- 
ciding what expenditures to capitalize or 
defer, and in planning their depreciation 
or amortization. We have already sug- 
gested how the law may be amended 
to make it clear that good accounting 
principles, and not merely “the opinion 
of the Commissioner,” shall govern. 
Theoretically it might appear that no 
further statutory change would be neces- 
sary in order to authorize reasonable dis- 
cretionary latitude in computing depre- 
ciation. The existing Code language (Sec. 
23(1)) provides broadly for ‘‘a reason- 
able allowance,” and of course nobody 
advocates an unreasonable allowance. The 
step which introduced the existing ri- 
gidity was taken without statutory amend- 
ment. Nevertheless, because Bureau policy 
and practice have become so deeply 
rooted, and because of statutory re-enact- 
ment after the regulation and practice 
were changed, the desired improvement 
can not be accomplished without positive 
legislative amendment of section 23(1). 

The precise wording can be worked out 
later, but it could be in the form of an 
added sentence, to the following effect: 


A deduction computed in accordance with the method 
employed in the corresponding computation in the 


taxpayer’s book accounting shall be deemed a reg. 
sonable allowance, and a deduction shall not be cop. 
sidered unreasonable if it is within the scope of pru- 
dent accounting principles; provided, however, that 
a deduction shall not exceed the adjusted basis, as 
defined in section 113 (b) (1) (B), of the asset oy 
group of assets with respect to which such deduction 
is made. 


The concurrent amendment of the basis 
provision could be made by changing the 
first line of section 113(b) (1) (B) to 
read 
in respect of periods since February 28, 1913, in the 
aggregate, 
and by inserting, before the last sentence 
of that subsection, an additional sentence 
to this effect: 


In making such adjustment the amount of deduction 
allowed during such periods shall not be deemed to 
have exceeded the amount allowable except to the 
extent that such excess has been applied in reduction 
of income actually subject to tax; and the amount 
allowable during such periods shall not be deemed 
to have exceeded an amount proportionate to the ex. 
haustion, wear and tear, obsolescence, amortization 
and depletion sustained. 


Although the statutory changes pro- 
posed herein would probably result in 
suitable modification of the Commission- 
er’s regulations, particularly as to the 
scope of the burden-of-proof require- 
ment, there are specific additional fea- 
tures which should also be definitely as- 
sured, either in the statute itself or by 
regulation. Whether such matters may 
be safely left to be covered by regula- 
tions depends upon two things: (1) the 
disposition of the Commissioner and 
higher executives toward the objectives 
stated in our introduction; and (2) the 
extent to which Congress would make 
its intent clear by supplementary expla- 
nation in committee reports. 

Modifying “straight-line” depreciation: 
—Although existing regulations and Bul- 
letin F both purport to be flexible, merely 
requiring ‘‘a reasonably consistent plan 
(not necessarily at a uniform rate) ,” the 
Bureau’s administrative thinking has been 
largely in terms of straight-line depte- 
ciation. The most notable exception has 
been the unit-of production method al- 
most universally applied to equipment 
used in producing minerals and other nat- 
ural products. In the regulation this is 
given merely as one illustration of “any 
other recognized trade practice,” in pro- 
viding for alternatives to a plan involv- 
ing “equal annual installments.” But in 
the great majority of cases the Bureau en- 
gineer or auditor directs his attention 
strictly to spreading the adjusted basis, 
less estimated salvage, over remaining use- 
ful life in equal annual installments. Posi- 
tive steps must be taken to dispel this 
tendency. There must be clear recognition 
of special conditions which sometimes 
warrant temporary modification of depre- 
ciation rates; also of the fact that service 
life of many kinds of property may be 
divided into two or more stages, with dif- 
ferent rates of deterioration or obsoles- 
cence occurring in each. 


Depreciation by steps :—Literal straight-, 


line amortization’ of the cost of each and 
every unit of plant and equipment 1s 1m- 
possible, except by hindsight, simply be- 
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cause nobody knows in.advance what the 
service life is going to be. This difficulty 
can be partly overcome by dealing with 
groups of units and estimating the aver- 
age service life, but even then the ele- 
ment of guesswork remains, and occa- 
sional rate adjustments are inevitable. The 
hardest thing to guess is the w/timate du- 
ration of service life. It is much easier to 
estimate the number of years in one of 
the stages of service life. For example, 
new automobiles, when driven under cer- 
tain known conditions, may be estimated 
to reach the customary trade-in condition 
in 21 years and to have a probable trade- 
in value at that time equal to 40 per cent. 
of cost. Under those circumstances, with 
a prospective 60 per cent. loss of value 
in 214 years, it is possible to arrive at a 
24 per cent. rate without even attempting 
to guess how long the car may remain in 
use after it is traded in. Similarly if cer- 
tain equipment can be used under high 
ptessure for a 10-year period, but will 
then pass into an inferior service, the 
percentage of cost to be written off over 
the 10-year period can be estimated and 
the initial annual rate determined accord- 
ingly. The estimates for the second stage, 
and perhaps even for a third and a fourth 
stage, can be postponed until those stages 
are reached. Although this logical and 
practical solution is not contrary to exist- 
ing law, it is usually not accepted under 
Bureau practice. 

Excess cost and excess capacity:— 
Amounts paid in order to have construc- 
tion completed a few months earlier than 
would have been possible otherwise 
should be amortizable over the period of 
extra service thus procured, and not added 
to the normal cost to be depreciated over 
the whole service life. The. same treat- 
ment should be applicable to other 
amounts in excess of normal cost if such 
costs were due to emergency conditions 
and were incurred in order to be able 
to begin operation without awaiting re- 
sumption of normal conditions. Where 
equipment is designed for a certain ca- 
pacity to meet a demand which is expected 
to last only for a limited period, but is 
expected to be followed by a reduced de- 
mand lasting for a longer period, pro- 
vision should be made for spreading the 
proportionate parts of the cost over the 
shorter and longer periods respectively. 


DEPRECIATION AND AMORTIZATION OF 
INTANGIBLES 


In the case of those intangibles which 
are treated as capital assets (or as pre- 
paid and deferred expenses) both the 
law and the administrative practice 
should be reviewed, and revised where 
necessary, in order to make certain that 
such items will not be carried beyond 
the time when they have lost their real 
value in the business. This principle 
should be applied even to intangibles in- 
cluded in the general category of good 
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will, depreciation of which is now ex- 
pressly barred. (For a discussion from 
the accounting standpoint see Account- 
ing Research Bulletin No. 24, American 
Institute of Accountants, Dec., 1944.) 


ADJUSTING TAX ACCOUNTING TO 
Book ACCOUNTING 


Minimizing differences between tax 
and book accounting is so important to 
both government and business that they 
ought to unite in a strong, constructive 
effort to bring it about. Even where 
“adjusted basis” differs from “book 
value” because of past variances, much 
can be done toward reconcilement, and 
the principles applied, within the scope 
of good accounting, can be identical. 
Wherever possible, however, there 
should be encouragement and aid to- 
ward eliminating all differences in de- 
preciation and in the basis of depreciable 
property. The steps proposed herein 
would go far in, that direction. One 
further step, though not put forward as 
a definite proposal, is suggested for se- 
rious consideration. Where both tax- 
payer and Commissioner recognize that 
past depreciation deductions or charges 
to expense with respect to a group of 
assets were incorrect or excessive, in the 
light of facts ascertainable when such 
deductions were made, the taxpayer 
might well be permitted, under a specific 
statutory authorization, to adjust both 
book value and adjusted basis to the 
level deemed appropriate, provided that 
the taxpayer would become liable for tax 
in the amount by which the tax for prior 
years would have been greater if only the 
amount deemed proper had been deducted. 
Although exceptions would be necessary in 
situations affected by special provisions 
(such as amortization of cettifed emer- 
gency facilities), a general provision for 
adjustment, ot the nature suggested, would 
be both equitable and practical. 


CONCLUSION 


Everybody wants postwar American 
industry to move with full speed ahead, 
replacing its worn machinery, building 
anew, and finding new sources of nat- 
ural wealth, new products, and new and 
better ways of keeping people produc- 
tively employed. Most Americans hope 
and believe it can be done within the 
framework of the system of private en- 
terprise. They know that the American 
business firms who do the job must at 
the same time bear on their backs the 
greatest tax burden ever known. They 
must plan for a hard start and a long 
pull. Clear heads in Congress, in gov- 
ernment, in advisory groups, and in 
business know that anything that makes 
this burden more tolerable will speed 
and amplify the desirable accomplish- 
ment. The permanent improvement 
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most certain to make the tax burden 
more tolerable is to give the business 
taxpayer reasonable latitude, within the 
limits of accounting principles, in tim- 
ing depreciation and related deductions. 
We have here an outline of what to do 
and how to do it. By doing this together, 
Congress, the Bureau of Internal Rev- 
enue, and American business can make 
possible the sound planning which must 
underlie adequate postwar conversion 
and expansion. They can also take a 
long step toward the goal aimed at in 
President Roosevelt’s letter of last No- 
vember to Dr. Vannevar Bush, Director 
of the Office of Scientific Research and 
Development, recommending a survey 
of ways to encourage postwar research 
and development, and concluding in 
these words: 


New frontiers of the mind are before us and if they 
are pioneered with the same vision, boldness and 
drive with which we have waged this war, we can 
create a fuller and more fruitful employment and a 
fuller and more fruitful life. 


It is significant that the survey under- 
taken in response to the President's re- 
quest includes, as one of its main 
branches, an investigation of the effect of 
income tax treatment upon these types 
of expenditure. A short and logical 
step carries us from the lofty ideal to 
the practical means of getting the use- 
ful job done. Room for the exercise of 
prudent business judgment is certainly 
one of the essentials. It can be attained 
through the simple, feasible changes we 
have suggested, because they will ac- 
complish those other objectives we listed 
at the outset, which were, in brief: 


To simplify administrative review of de- 
preciation, and the like. 

To reduce litigation over the timing of 
deductions. 

To simplify the taxpayer’s income tax 
requirements. 

To achieve certainty and finality in filing 
returns. 

To provide equitable means of adjust- 
ment. 

To minimize differences between book 
and tax accounting. 

To increase official recognition of ac- 
counting competence. 

To do it all with revenue needs clearly 
in mind. 


Self-Insurance in Massachusetts 


In the course of a recent address before 
the Springfield Control of the Controllers 
Institute of America, on ‘‘Self-Insurance 
Under the Workmen’s Compensation Law,” 
Mr. Frank E. Godfrey, Director. of Self-In- 
surance, Commonwealth of Massachusetts, 
pointed out that ‘‘at the present time, there 
are ninety employers in Massachusetts who 
are qualified self-insurers. They have in the 
neighborhood of one hundred thousand 
employees with an annual payroll of $250,- 
000,000.00. During the year 1944, the self- 
insurers of this state paid out about $500,- 
000.00 in benefits under the Workmen's 
Compensation Law.” 








Wage Stabilization Program 
Questions Are Answered 


In the May issue of THE CONTROLLER 
there was published a presentation on 
wage stabilization, by Mr. Theodore W. 
Kheel, executive director of the National 
War Labor Board, Washington, D. C. 

The following series of questions and 
answers, which developed following Mr. 
Kheel’s presentation, include answers not 
only by Mr. Kheel but also by Dr. 
Thomas Norton of the Regional War 
Labor Board, New York, and Mr. Hu- 
bert F. Teitman of the New York law 
firm of Davis, Polk, Wardwell, Sunder- 
land & Kiendl. 

—THE EDITOR 


Question by President Gretz: “On a 
promotion increase from a job classi- 
fication on a War Labor Board sched- 
ule to a job classification on a Treasury 
schedule, is the increase given under 
tules of the War Labor Board or the 
Treasury ?” 

Mr. Kheel: Mr. Teitman, what do 
you say to that? Mr. Teitman is ex-as- 
sistant head of the Salary Stabilization 
Unit for New York. 

Mr. Teitman: I would say that the 
rules would be the rules of the War 
Labor Board until the employee came 
under the jurisdiction of the Treasury, 
and that means SUU-53 could not apply 
to a promotion or an increase: SUU-53, 
which is the Treasury rule on promo- 
tional increases which do not require 
approval, would not come into applica- 
tion until the employee was within their 
jurisdiction. 

Mr. Gretz: The answer to the ques- 
tion is that it would be the rules of the 
War Labor Board, General Order 31. 

Mr. Kheel: I concur. 

Mr. Gretz: “If an employer had a 
salary rate schedule approved by the 
Treasury Department prior to the is- 
suance of mimeograph 53, can he con- 
tinue to operate under its provisions re- 
gardless of the new restrictions set 
forth in such mimeograph, especially 
the restriction that the average salary in 
the classification cannot increase more 
than 3 per cent. ?” 

Mr. Teitman: I believe I should de- 
fer to the two representatives of the 
Salary Stabilization unit present, and 
let them answer this question. Having 
been a Treasury man myself, I know 
you are very badly handicapped when 
you have to answer some of those ques- 
tions. I am out now, so I can speak 
freely, with authority or not! 

That is a very difficult question, be- 





cause if you read SSU-53, in the first or 
second paragraph, it says it applies to 
salary rate schedules which were in ex- 
istence before October 3, 1942, or ap- 
proved thereafter. That is one of the 
first points that I went to Washington 
about, when SSU-53 first came out, and 
I had the assurance of the Deputy Com- 
missioner and the Assistant Deputy 
Commissioner that there was no inten- 
tion to apply SSU-53 to those who had 
approved salary rate schedules. Of 
course, you cannot get that in writing. 

I think there is a deliberate intent, 
perhaps, to have all those who have ap- 
proved schedules comply, although they 
did not feel that they were warranted in 
making everyone with an eer 
schedules comply, although they did not 
feel that they were warranted in making 
everyone with an approved schedule 
resubmit for re-approval. I think I can 
say this in support of my answer, that 
many salary rate schedules which were 
found, on a re-survey, to be too exces- 
sive of the principles set forth in SSU- 
53 have since been revoked and made 
to conform, but the Deputy Commis- 
sioner himself told me that SSU-53 did 
not apply. In many of my clients’ cases, 
despite the fact that I have great con- 
fidence in that answer, I still keep a 
leery eye on SSU-53. 

Mr. Gretz: “Are going rate ranges 
subject to change if found out of line 
with true, prevailing rates in an area?” 

Mr. Kheel: The answer to that is Yes 
and No. It is No to this extent: We 
have prohibited our regional people 
from changing the going wage rates 
which they have set as they get a later 
survey of wage rates. It is obvious that 
under any rates we set, some adjust- 
ments are going to be approved and 
with some adjustments approved, the 
level of existing rates is higher. If we 
were to re-set rates on the basis of the 
approved rates, we would have to raise 
the rates and then, when new approvals 
were granted, we would have to raise 
them again. We would be pulling our- 
selves up by the bootstraps, and there 
would be in effect no real stabilization; 
so we have said that once the rates have 
been set, they are there, with this ex- 
ception: If they were set incorrectly in 
the first place. 

We set a lot of rates for a lot of in- 
dustries in a great hurry, because we 
were under pressure of time, and we 
have found, in some very few instances, 
that we made mistakes—very few mis- 
takes. Where we do, we correct them, 
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but we have made very few corrections, 

Mr. Gretz: “Salaries being paid by 
competitive industries in this area make 
it difficult to hire employees at our 
minimum salaries. Would it be possible 
to obtain approval of a revised schedule 
of salary ranges and classifications with 
minimum salaries increased to the start- 
ing salaries being paid in this area?” 

Mr. Kheel: The answer to that, un- 
fortunately, is No, unless Mr. Norton 
would care to give some modifications, 

Mr. Norton: No. 

Mr. Kheel: It’s still No. 

Mr. Gretz: “Under the hiring limita- 
tions of General Order 31, if an em- 
ployer has temporary employees that 
may work for periods of several days 
with intervening days or weeks in which 
they do not work, should each em- 
ployment be counted as a hiring?” 

Mr. Kheel: Not as a hiring towards 
the total pool against which the 25 per 
cent. is computed. 

Mr. Gretz: The next part of the ques- 
tion is, “Should such temporary em- 
ployees, hired at the mid-point of 75 
cents, of a range from 50 cents to a 
dollar, be counted in arriving at the 
total number of employees, 25 per cent. 
of whom can be hired above such mid- 
point?” 

Mr. Kheel: No, although such tem- 
porary employees can be hired at 75 
cents, without it counting against the 
25 per cent. of the permanent employees 
that may be hired above the minimum. 

Mr. Gretz: “In connection with a 
separate sa for permanent employees, 
can employees rehired at the same rate 
and employees hired upon return from 
military service be counted in the total 
pool of employees, 25 per cent. of whom 
can be hired above the minimum?” 

Mr. Kheel: I suppose technically the 
answer is No, but I am in a magnani- 
mous mood: I would say Yes to that, 
because it sounds so reasonable! 

Mr. Gretz: “If a company wishes to 
give each of its employees returning 
from military service two weeks’ pay 
after their discharge from the armed 
forces, to enable them to have a period 
of time in which to readjust themselves 
to civilian life, for which they would 
not render any service, would this be 
permissible without application to the 
War Labor Board under its policy that 
approval is not required for payments 
to employees in the armed forces?” 

Mr. Kheel: Yes, unequivocably; any- 
thing you want to do for those fellows 
is perfectly all right with us. 
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Mr. Gretz: “Will the War Labor 
Board approve an application of salaried 
clerical and administrative employees 
located throughout the country to count 
holidays as working time in computing 
overtime payment for hours worked 
over forty, even though employees did 
not work on such holidays?” 

Mr. Kheel: I think that my best an- 
swer to that is that it is beyond the 
jurisdiction of the War Labor Board. 
That is a Fair Labor Standards Act ques- 
tion. 

Mr. Teitman: No, it depends on cus- 
tom. 

Mr. Norton: I think you could count 
it for double time on the seventh day 
of work. 

Mr. Kheel: That’s not the question. 
Can you count it for time after forty 
hours ? 

Mr. Norton: No; for the sixth day, 
beyond the forty. It would depend on 
the practice or custom in the past. 

Mr. Teitman: That’s the answer. If 
they had the same number of holidays 
and had not been increased, there is no 
salary increase involved. That was the 
October 1942 prior practice. 

Mr. Kheel: I am advised, gentlemen, 
that if it is in accordance with your — 
practice in the computation of holidays, 
it is “‘o.k.” 

Mr. Teitman: And no premium rates. 

Mr. Kheel: It is still out of our juris- 
diction. 

Mr. Teitman: Premium rates come 
under Executive Order 9240. 

Mr. Gretz: “If an employer has an 
approved salary rate schedule for sal- 
atied clerical and administrative em- 
ployees with ranges for different posi- 
tion classifications, may he, when he 
promotes an employee from one posi- 
tion classification to another, consider 
the salary of the previous incumbent of 
such position as the rate of the job and 
give this amount or less to the trans- 
ferred employee, even though it may be 
considerably more than his salary in his 
previous position ?” 

Mr. Kheel: The answer to that is No. 
You do not consider the rate that an 
employee is receiving as necessarily the 
the rate of the classification. The ques- 
tion is, what is the rate of classification ? 
—and it is that rate that you can pay 
on the promotion, whether it be the 
same rate, as it might well be, or a lower 
fate. 

Mr. Gretz: “If it was an employer's 
Ptactice prior to the stabilization pro- 
gram not to reduce an employee’s salary 
when transferred to another position, 
can he continue to do this, even though 
the employee transferred is receiving 
more than the previous incumbent of 
such position ar even though his salary 
exceeds the maximum of the range for 
the position to which he is transferred ?” 

Mr. Kheel: The answer is, if it was 
the employer’s practice, as this question 
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states, it is permissible for him to con- 
tinue that practice. 

Mr. Gretz: “Would it be possible to 
obtain approval of a completely revised 
schedule of salary ranges and classifica- 
tions, based on a job analysis and eval- 
uation study?” 

Mr. Kheel: Well, I can’t answer that 
categorically but I can say that such an 
application would be viewed very sym- 
pathetically. One of the elements in this 
problem is reclassifications or job evalua- 
tions, and where they are conducted in 
a bona fide manner for the purpose of 
eliminating existing inequalities, we are 
very sympathetic to them and will gen- 
erally approve them, if they are not a 
subterfuge for a wage increase. 

Mr. Gretz: “If there now exist a 
salary bracket on a certain weekly total 
hour basis, can the total hours for the 
week be reduced if the approved bracket 
is reduced proportionately, without ap- 
proval of the Board?” 

Mr. Kheel: Yes. 

Mr. Gretz: “Due to reductions in the 
use of materials and other economic 
conditions, this company has a number 
of jobs where the usual staff is no longer 
absolutely required. We have other 
lower-rated jobs in which replacements 
are essential but which are extremely 
difficult to fill due to the manpower 
shortage. Is it permissible to have our 
temporarily excessive employees do 
these jobs without reducing their pay 
to the maximum of the lower-rated 
job?” 

Mr. Kheel: One of the previous 

uestions was, whether that could be 
ba if it was in accordance with the 
past practice, before the stabilization 
program, and the answer to that is Yes. 
I assume this question is whether it can 
be done if it was not the past practice. 

Mr. Gretz: There is a note here that 
indicates what their past practice was: 
“It has always been company practice 
to have employees do lower-grade work 
temporarily without reduction in pay, 
but now the temporary period would 
last a considerable length of time.” How 
long is “temporary” ? 

Mr. Kheel: The answer to that ques- 
tion is obvious. 

Mr. Gretz: “Is there any reason why 
sound and tested going rates for white- 
collar workers and other clerical posi- 
tions should not be given in terms of 
hourly rates rather than weekly rates? 
According to published War Labor 
Board surveys in this area, a clerk is en- 
titled to the same weekly pay for a 35- 
hour week as is reecived by another 
clerk in a different establishment for a 
40-hour week. Thus, where an estab- 
lished rate for certain clerical classifica- 
tions is $35 per week, the clerk working 
35 hours weekly receives a dollar per 
hour while the clerk working 40 hours 
receives only 8714 cents per hour, a dif- 
ferential of 1214 cents per hour. This 





331 


creates a substantial interplant inequity. 
Other regions, such as Region I, Bos- 
ton, and Region VII, Kansas City, list 
clerical surveys on an hourly basis. Is 
there any reason why New York cleri- 
cal surveys should not be stated in terms 
of hourly rates?” 

Mr. Kheel: I really think the ques- 
tioner is right. We should state the white- 
collar rates in hourly terms. As a matter 
of fact, I recall, when we set these rates, 
that we had in mind a 40-hour week, 
and I do think that the rates should be 
translated into an hourly rate for a 40- 
hour week, and that a proportionate 
rate can be paid for hours in excess of 
40, although that would also require a 
lower rate for hours less than 40. Am I 
correct, Mr. Norton? 

Mr. Norton: I think you have an- 
swered it. 

Mr. Kheel: You agree? 

Mr. Norton: So far. 

Mr. Kheel: Well, that takes care of 
it. It will be done. New York rates 
will be translated into hourly rates. 

Mr. Norton: Except that I might 
point out that just because somebody 
is getting a weekly wage based on 35 
does not mean that we should raise the 
hourly rates for everyone down to 35; 
otherwise, we might be violating 9328. 

Mr. Kheel: No, as I said, my recol- 
lection is that we set those rates on the 
basis of an assumption that the 40-hour 
week was prevalent. 

Mr. Maggiolo: When the going wage 
rate for New York was established, was 
it established on a 40-hour week or a 
35- or a 38-hour week? 

Mr. Kheel; Forty-hour. 

Mr. Maggiolo: It was? 

Mr. Kheel: Yes, that is my recollec- 
tion. It has been a long time, you know. 

Mr. Maggiolo: The reason I ask that 
is because in a number of surveys I have 
seen, including the recent one put out 
by the Commerce and Industry Associa- 
tion, of New York, the majority of re- 
porting concerns had the 35- or 38-hour 
week. 

Mr. Kheel: I wouldn’t be at all sur- 
prised. That is one way of giving a wage 
increase—reducing your hours. If my 
recollection is correct, and, of course, 
this would have to be checked, the facts 
we had before us indicated that the 
rates we were using in setting our New 
York white-collar brackets were 40- 
hour-week rates. 

Mr. Maggiolo: The reason why I 
asked that, Mr. Kheel, is because we 
among others who are on a 40-hour 
week have been losing employees to 
people who are permitted to pay the 
same weekly wages, according to the go- 
ing rate brackets, on weeks of 35 hours, 

Mr. Kheel: I know that there has 
been a general complaint prevalent that 
the white-collar rates of the New York 
Regional Board are too low. I don’t 
know whether or not that complaint is 
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a sound one. I am inclined to think that 
it isn’t. I think it is true that rates have 
increased over what they were when 
they set our brackets. We get back to 
what I said before, that if you revise 
your bracket rates on the basis of what 
has happened since, which would in- 
clude not only increases permissible un- 
der our brackets, but some very few in- 
creases in violation of our brackets, you 
would have to “up” your whole sched- 
ule of rates and if you “upped” your 
whole schedule of white-collar rates, 
you would most certainly have a de- 
mand to “up” your rates for production 
workers. Their representatives are also 
members of the Regional Board and 
they follow what the Board does very 
carefully, and I think what we said in 
the first place was equitable in terms of 
what we did for all groups of em- 
places. and I, for one, would be very 
oath to make changes at the present 
time, although that’s Mr. Norton's 
baby, not mine! 

Mr. Maggiolo: I was thinking about 
the possible change of going rate struc- 
tures, whether that element of the hours 
in the week was given proper considera- 
tion in the study. 

Mr. Kheel: I think it was, but I 
wouldn’t undertake to swear to it at this 
time. But I do think that is something, 
Mr. Norton, that you ought to check 
into. 

Mr. Norton: May I say something? 
I have received a number of communica- 
tions in the last few weeks because of 
this Commerce and Industry survey. 
First, on the point Mr. Kheel men- 
tioned, with regard to hours, I think 
you will find that back in early 1943, 
when we established our going rates, 
the hours of work then were pretty 
close to the ones that we had in mind 
when we set these weekly rates. We 
recognized at that time that there were 
certain variations in the weekly hours of 
employees. I think that probably since 
then, there may have been some de- 
crease; I don’t know. It is one thing 1 
want to check into. 

I do know this, that in comparing the 
recently publicized 1943 wages for all 
salaried people with the going wage 
rates, you will find that in many in- 
stances we set the rate pretty close to 
the average. Under the provisions of 
Executive Order 9328 we may have 
stretched a point a little bit at the time 
we established them. I want to point 
out, and give this as a general reply to 
several communications I have received, 
that merely because wages in 1944 show 
one thing doesn’t mean, as Mr. Kheel 
pointed out earlier, that we automati- 
cally raise our sound and tested rates to 
keep pace with the trend in weekly 
wages. 

Under Field Memorandum 67, we are 
told to set our sound and tested rates 
based upon the facts as they existed in 
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April 1943, not as they existed in the 
fall of 1944 or in the spring of 1945, 
and we can’t keep revising those rates 
unless there is some special reason to 
show that we misapplied Board policy 
back in the 1943 figures. If we did, then 
we should revise them. 

Furthermore, we cannot revise our 
bracket rates up to the average. I have 
received several letters in the past week 
saying, “Why don’t you revise your 
white-collar rates to a point equal to the 
1944 and 1945 average?” The answer 
I have given is that I can’t violate the 
law. I just don’t have the power to do 
it, nor does the Board have the power 
to do it. 

I will say this, that in examining 
those recently published figures, I am 
inclined to think that possibly there 
were a few of the classifications which 
may have been slotted improperly, and 
I am thinking of having the staff look 
into it, with the hope that if there are 
any bad slottings there, we can correct 
them. 

Mr. Maggiolo: I would like to make 
just one comment on that. I am one of 
the individuals who wrote Mr. Norton 
this question, and I realized, just as he 
states, that the Regional Boards are 
limited by General Order 9328, and I 
am fully conscious, of course, of what 
Mr. Kheel said just previously and 
which Mr. Norton reiterated, that the 
Regional Boards cannot continually re- 
vise upward the going rate ranges be- 
cause if they do that, you will have a 
moving average, moving upward, based 
on new rates established by reason of 
changes granted in applications. That 
certainly would be unstabilizing. 

My point is—and I am glad to hear 
Mr. Norton mention it—I don’t say 
that all the rates are inadequate; by far, 
they are not. I think the majority are 
good, from my experience and my con- 
tacts. There are a number of them, how- 
ever, that I think could stand re-exam- 
ination from the basis of the original 
collection of data and first establishing 
them—such things as the hour element, 
how broad was the original survey, and 
the facts on which the original going 
rates were based. 

I don’t mean to bring them to the 
current prevailing rates, because that 
would be unstabilizing. I probably was 
in error, or did not make myself clear, 
when I first wrote my letter. 

Mr. Kheel: I think what you suggest 
is entirely in order, and I am sure Mr. 
Norton has it in mind. 

Mr. Norton: I have already requested 
that an investigation be made. 

Mr. Maggiolo: Thank you. 

Mr. Gretz: “At the last Commerce 
and Industry Association meeting which 
you addressed, a question regarding the 
25 per cent. limitation on new hires 
was propounded, which you felt should 
be given further consideration. The 





question is, where a new employee of 
_— ability and experience is hired 
above the minimum and resigns a few 
months later, why should a replacement 
hired at the same rate count as a new 
hire under the 25 per cent. rule? It 
seems to us—” Do you want to answer 
that, or do you want the rest of it? 

Mr. Kheel: Well, I think there is a 
lot of broad equity to the question. Our 
tule has not changed since I spoke to 
Commerce and Industry last. It is still 
the same. We have gotten out this War 
Manpower Commission amendment to 
the 25 per cent. rule, which I think is 
about the most equitable way in terms of 
our war requirements of iekes with 
the problem of hirings. 

We say that if the War Manpower 
Commission certifies that you have a 
hiring problem and that you are an em- 
ployer in a critical industry, we will let 
you hire those persons that they refer 
to you without regard to the 25 per 
cent. rule. After all, all of these rules 
are imposed primarily because employ- 
ers are competing with each other. If 
you relax the rules and allow general 
competition, you subvert the very pur- 
poses of the wage program. I think 
what we worked out in this War Man- 
power rule, which may take care of 
some of you and may not help others 
one whit, is about the most equitable 
way of dealing with the 25 per cent. 
hiring problem, in terms of our war 
effort. 

Mr. Gretz: I guess that is your ques- 
tion, too, isn’t it? 

Mr. Maggiolo: Yes. 

Mr. Kheel: The answer to it is “No 
good” so far as you are concerned. 
Aren’t you an employer in an essential 
industry? 

Mr. Maggiolo: Yes, we are. At the 
Commerce and Industry dinner, which 
I attended, there was a question about 
the equity of charging two employees 
when you really had only one on the 
payroll. You hire somebody in July, at 
above-minimum, assuming they qualify, 
that is, that they have the necessary 
qualifications to be hired above mini- 
mum, and the same person leaves in 
August. You go out to replace that one 
individual and you are charged with 
two hires under the present rule, against 
your 25 per cent. — You have only 
one on the books for that one job. 

Mr. Kheel: I know that is true. _ 

Mr. Maggiolo: It does seem to be in- 
equitable. ; 

Mr. Gretz: I think the point there 1s 
that you would like to have a credit 
where an employee resigns voluntarily, 
through no fault of yours; that you 
should not be charged with that orig- 
inal hiring. 

Mr. Maggiolo: Yes. All I am suggest- 
ing here, in other words, is that instead 
of being charged with two hirings above 
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The American soldier is the best fed, 
best paid, best equipped, and best cared 
for soldier the world has ever known. If 
results are used as criteria, one can draw 
the conclusion that, although our troops 
have been pitted against a combination 
of enemies who were long prepared and 
conditioned by combat experience, the 
American soldier's training program 
also is the best. 

We have seen the strategic picture 
change from one of desperate defense to 
that of today where on nearly every 
front our Army and Navy and those of 
our allies are carrying the battle into 
the final phase of the war. 

Concurrent with our still active pro- 
grams of induction and training our 
citizens for battle, we find already in 
operation the process by which a soldier 
becomes a veteran. 

In order to deal intelligently and 
realistically with the veteran one must 
understand the soldier and appreciate 
what he has experienced since he sent 
home his civilian clothes and exchanged 
his independent personality for an army 
serial number. 

If we compare this war with the 
World War, and the soldier of this war 
with the soldier of the World War, we 
are convinced that the veteran of this 
war is a different individual whose re- 
cent experiences are sufficiently different 
as to present an entirely new —- 
to the question of how to readjust the 
veteran of this war to civil life. 

Probably the greatest difference be- 

tween today’s Army and that of 1918 is 
in the numbers involved. The first World 
War saw armed forces of approxi- 
mately four million Americans whose 
period of service averaged less than two 
years. This war sees both men and 
women whose number may approximate 
nearly fifteen million and whose aver- 
age service may be nearer four years be- 
fore the struggle is ended. 
_Among this larger number are mil- 
lions of men who broke very close 
family and business ties in order to 
serve their country. 

Already around a million and a half 
of our servicemen and women have 
been discharged, so we are not discuss- 
ing a future situation but a present 
problem. Excepting the very bere in- 
dividuals who have been released to go 
into essential industry these first veter- 
ans are those who do not meet the mini- 
mum standards, physical or mental, for 
service. Therefore, this vanguard of the 
host that we eventually must be pre- 
pared to welcome back to civil life pre- 
sents a greater proportion of individual 





Re-employment of Veterans 
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problems than the larger groups that 
will return sound and well when the 
war is ended. 

A myriad of resources, Federal, State 
and local, both governmental and pri- 
vate, already exist to aid the returning 
serviceman. Out of just this multiplicity 
of sources of assistance springs a large 
share of the confusion and bewilder- 
ment that the individual may experience 
when he lays aside his uniform. The 
ultimate responsibility for adjusting the 
individual to civilian life with a mini- 
mum of confusion lies squarely in the 
home community. 


FEDERAL PROGRAM 


The War Department has in opera- 
tion a well planned and carefylly exe- 
cuted procedure for preparing the 
soldier for his return to civil life. This 
program is predicated, however, on the 
assumption that the actual responsibility 
for providing any needed assistance 
rests with other governmental agencies 
well organized to act at once in behalf 
of the veterans’ specific problems. 

The primary responsibility for caring 
for the veteran is vested in the Veterans 
Administration whose broad program 
includes vocational rehabilitation for the 
man with a service-connected or service- 
aggravated disability; in-patient and 
out-patient medical care; compensation 
for service disabilities; domiciliary care; 
servicing of Government Life Insur- 
ance; and pensions for veterans and de- 
pendents of veterans. The Veterans Ad- 
ministration also administers the so- 
called G. I. Bill. 

Other governmental agencies such as 
the United States Employment Service; 
the Selective Service System; and the 
Civil Service, provide appropriate pro- 
grams of assistance. But, it is necessary 
to provide in addition, on a community 
level, a medium for making easily avail- 
able authentic and timely information 
concerning the answer to the specific 
and personal problem that confronts 
the individual. 

This informational service furnished 
by the community, whether the com- 
munity be a big city, a small village, or 





the community that a large industrial 
plant or school creates, is the keystone 
of the entire structure. 

The average veteran faces no great 
problem. Let’s take a look at him: 

In the first place, he is the “cream of 
the crop’—the best of our country’s 
youth. He has been given service train- 
ing which is comprised of the three 
phases, basic, technical, and_ tactical 
training, oe him to meet and 
overcome an efficient and experienced 
enemy. 

As part of this conditioning he has 
learned something that few youths have 
learned at home or in school during 
the last few decades, i.e., to respect 
properly constituted authority. Also, he 
has acquired a real respect for tools and 
equipment. In addition, he has learned 
the value of team-play. 

All this should make him a better 
citizen and a better employee. 

It is probably safe to say that the 
average serviceman will be a much 
healthier and better citizen, better 
equipped to meet life’s battles because 
of his military service. 

The specific problems presented by 
the few should not ate our atti- 
tude toward the Ba group. 

Practically all of the first million or 
so that have returned have either physi- 
cal or mental handicaps, at least to the 
extent that they were unable to meet the 
requirements of service. 


Too Mucu CONCERN 


Because of the fact that such a large 
percentage of this first million men 
were discharged because of mental dis- 
ability there has been altogether too 
much fear engendered that dire results 
will follow the impact of large numbers 
of veterans upon the American public. 

Let’s see just how much of a problem 
this is: 

Only three per cent. of so-called men- 
tal separatees have any actual organic 
mental disease and these are, almost 
without exception, discharged into the 
custody of a Veterans Facility, a State 
Institution, or the care of relatives com- 
petent to provide appropriate care. 








As a supplement to the interesting paper presented in our March issue by 
Brig. General Frank T. Hines, Administrator of Veteran’s Affairs and Administra- 
tor of Retraining and Re-employment, the observations in this article by Major | 
Edward A. Sherman will prove of interest. The paper was presented at the March 
20 meeting of the Springfield Control of The Controllers Institute of America. 
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What does the remainder consist of ? 

Simply stated, in non-medical terms, 
they are individuals who have been 
found unable to adjust their personali- 
ties to the strict regimentation and 
training that is essential to proper con- 
ditioning for modern warfare. These 
individuals have low ‘‘cracking points.” 
Any business or family crisis which pro- 
vided sufficient strain on their personali- 
ties might have caused a similar break- 
down to that which resulted in the 
decision that they could not adjust 
themselves to the stresses and strains of 
a service existence. 

In separating these people from the 
service—allowing them to choose their 
own home environment, vocational en- 
vironment, and social environment, the 
major step has been taken to alleviate 
an ailment that is of a functional na- 
ture and susceptible to almost unlimited 
improvement, if a little help is given by 
the family, the employer, and others 
with whom they come in daily contact. 

A large share of the total responsi- 
bility for assisting the ex-serviceman 
rests in that individual who is the vet- 
eran’s immediate superior in industry. A 
little patience and sympathetic under- 
standing exercised by the foreman in a 
plant until the man finds himself and 
settles down to the prosaic routine of 
the daily work will go a long ways in 
accomplishing a smooth adjustment. 
Some plants have already established 
definite measures to indoctrinate those 
exercising a supervisory capacity over 
the veterans. 

Among the individual problems that 
come up we find the employer who in- 
sists on knowing just exactly why this 
man was discharged. Some even go as 
far as to say, “If the Army can’t use 
him, we don’t want him.” In one in- 
stance, a personnel director shied away 
from hiring a good accountant whose 
sole disability was faulty metatersal 
arches! How ridiculous to condemn a 
bookkeeper because the Army found 
him to have flat feet! 

If a man, during peace time, took a 
job with an American company and for 
five years worked in various faraway 
lands in the Pacific tropics, perhaps con- 
tracted malaria, dysentery, received a 
fractured skull or a bad injury to his 
limbs in an automobile accident, and 
then turned up asking for a job at your 
plant, would you expect the previous 
employer to supply your organization 
with a complete clinical record of this 
man’s various medical experiences? Or, 
would you expect a letter succinctly stat- 
ing that the man had performed his 
duties in a satisfactory manner during 
his employment ? 

The man who comes to your Person- 
nel Manager with an honorable dis- 
charge certifying his character as Excel- 
lent should not find his Army discharge 
a handicap as he seeks employment. 
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If there is any doubt as to his physical 
condition, a thorough physical check-up 
by a company doctor or — physi- 
cian should alleviate any fears as to any 
possible uncertainty about the indi- 
vidual’s ability to perform the required 
task. Why not treat the veteran on a 
parity, at least, with the man who has 
undergone a similar period of service 
for a private corporation whose work 
extends into foreign lands and involves 
experiences a little out of the ordinary. 

Pertinent to this problem and to a 
large measure solving the majority of 
such situations is the separation counsel- 
ling procedure that is part of the 
Army’s separation process. At the time a 
man is separated he is given complete 
information regarding the many sources 
of assistance that are available to him, 
as a veteran. Representatives of the vari- 
ous governmental agencies having a re- 
sponsibility for helping the veterans are 
available for personal interviews at 
separation centers. 

In addition, the Army has trained vo- 
cational counselors who systematically 
interview each separatee and review the 
man’s civilian education and vocational 
experience, his in-service training, and 
any off-duty education that he has ac- 
quired during his Army service. These 
factors are carefully considered together 
with any limitations existing by reason 
of physical or mental handicaps (a com- 
plete clinical record of the man’s Army 
medical history is available for this 
interview). Current industrial trends 
and possible vocational opportunities 
are explored and as a result of the in- 
terview a Separation Qualification Rec- 
ord, WD AGO Form 100, is made out. 

This Form 100 represents a brief 
summary of the man’s educational and 
occupational history, civilian as well as 
military. It is designed to serve as an 
official Army introduction to prospec- 
tive employers, school officials, or others 
who may be interested in dealing with 
the separatee. The original becomes the 
veteran’s property; a copy is sent to the 
Regional Office of the Veterans’ Ad- 
ministration. The use of this form will 
be of considerable assistance in inter- 
preting the man’s military experience in 
terms of converting military specialties 
into marketable civilian skills. 

Inasmuch as the vocational and educa- 
tional recommendations embodies in 
this form are made by an Army officer 
who has before him a complete record 
of the separatee’s physical and mental 
limitations, if such exist, this Form 100 
helps to avoid any serious malassign- 
ment in industry. 


ORDERLY RETURN FORESEEN 


Sometimes an employer will express 
the fear that there will come a day when 
his former employees will come flock- 
ing back to demand their old jobs back. 


There probably will be no such day or 
week or month or even year. The milj- 
tary situation is such that a rather or- 
derly and gradual return to civil life wil] 
be the more likely experience. 

So far, the number of men who want 
their old jobs back is less than was ex. 
pected. The length of the war; the 
change in the individual through his ex- 
periences, his service training, and ed- 
ucation; the likelihood of his taking 
advantage of the G. I. Bill to further 
his education; these, and many other 
changes in the soldier’s horizons, all 
tend to recall the thought expressed in 
the song of World War I: “How're We 
Going to Keep Them Down on the 
Farm after They’ve Seen Paree.” 

Every soldier who comes home may 
have insignificant minor adjustments. It 
will take him a little while to get used 
to the climate if he has served for three 
years in the tropics. If he has slept out 
under the stars, a bed in a steam-heated 
apartment may make him feel “closed 
in” at first. Let’s make sure first that 
our geats are so shaped as to easily mesh 
into his before we worry about his in- 
ability to adjust himself to us because 
essentially the veteran is a normal in- 
dividual who reacts normally to normal 
treatment—does not need to be babied 
at home or coddled by his employer. 
He deserves a sympathetic understand- 
ing of what he has experienced and an 
appreciation of what he has accom- 
plished. He wants the right answers. 
The least we can do is to provide the 
right answers. 


City-Owned Utility Taxable, 
Ohio Supreme Court Rules 


The prospect of millions of dollars annually 
in additional tax revenue for local govern- 
ments was raised on June 7 by ah Ohio Su- 
preme Court’s decision that property of the 
Cleveland municipally owned street railway 
system is taxable. 

Officials of the transit system estimated the 
ruling would cost them $250,000 a year in 
taxes, the Associated Press reported. 

The Supreme Court, in a 5-to-2 ruling 
yesterday, held the city of Cleveland in oper- 
ating the railway system, which it purchased 
three years ago from the Cleveland Railway 
Company, for $14,300,000, was engaged “in 
a private enterprise for profit” and, therefore, 
the property could not come within the con- 
stitutional exemption of property used for 
public purposes. 

Broadly construed, the decision might be 
applied to require cities throughout Ohio to 
pay taxes on transit systems, waterworks, power 
plants, airports, golf courses and swimming 
pools that are operated for a profit, informed 
attorneys speculated. 

Gov. Frank J. Lausche took cognizance of 
this possibility at his press conference when 
he said “it is a far-reaching decision requiring 
very careful study and survey of the effect it 
will have not only on transit companies mu- 
nicipally owned, but on all other municipally 
owned utilities such as light, water, steam, 
etc.” 

There also was a possibility that municipally 
owned utilities might be made subject to the 
State’s corporation franchise tax and to the 
State utility excise tax, the latter of which is 
3 per cent. 
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Tax Law Revisions Urged 
To Accelerate Refunds 


Revisions in the tax law are “badly 
needed” to accelerate tax refunds to in- 
dustry in the financially critical postwar 
reconversion period, according to a Har- 
vard Business School study by Professor 
J. Keith Butters and John Lintner, issued 
in mid-November. They based their find- 
ing, on an analysis of postwar financial 

roblems of the Polaroid Corporation 
(Cambridge, Massachusetts) as typical of 
many new and expanding firms without 
large capital resources. The results of a 
previous study, of the Lockheed Aircraft 
Corporation, were reviewed in the June, 
1944, issue of THE CONTROLLER. 

“Numerous individual enterprises and 
possibly some entire industries will be 
confronted with severe working capital or 
cash shortages during the transition years,” 
the present analysis reveals. “Where such 
shortages do exist, delays in making carry- 
back refunds will interfere seriously with 
the transition to peacetime production. 
Consequently revisions in the tax law to 
accelerate these refunds are badly needed. 
It should be emphasized, however, that 
business in general has earned high 
ptofits during the war and is in a very 
strong financial position. The needed re- 
lief is not larger refunds but rather a 
timely payment of the refunds authorized 
by the present law.” 

“The relatively small number of firms 
with outstanding prospects for expansion 
are of far greater economic importance 
than their number would indicate. In the 
postwar world when the need for new 
private investment will be acute, the rapid 
expansion of these firms will be of critical 
importance to the economy. 

“For a variety of reasons, the execution 
of the plans of these firms for expansion 
may be dependent on the availability of 
funds from retained earnings to finance 
these plans.” 

“Firms with outstanding prospects for 
growth are likely to attach vital impor- 
tance to control and ownership considera- 
tions. An aggressive, enterprising man- 
agement will tend to place strong em- 
phasis on the freedom of action provided 
by a strong control position. Likewise, an 
acquisitive management will hesitate be- 
fore sharing brilliant prospects with out- 
side capital. Where either of these moti- 
Vations is dominant, a slow rate of expan- 
sion financed by retained earnings may be 
preferred to a more rapid expansion with 
the aid of outside capital. 

_ Many firms may find the task of rais- 
ing outside capital difficult. or impos- 
sible.” 

“During the transition years numerous 
firms clearly will experience shortages of 


working capital or cash. If tax refunds 
from the carryback provisions and Section 
722 (of the tax laws) are delayed, the 
transition to peacetime production will be 
unnecessarily protracted and disorderly. 
Many firms such as Polaroid will be 
forced to adopt ruthless policies in cutting 
back employment and delaying postwar 
developments in order to protect their 
cash and working capital positions. Cut- 
backs in many instances will have to be 
made to a lower level than peacetime 
Prospects warrant because of temporary 
working capital or cash shortages. 

“Not only will employment be unneces- 
sarily low and business fatalities be un- 
necessarily high during the transition 
years in the event of delayed refunds, but 
the resumption of full-scale peacetime 
production will be delayed. Furthermore, 
over a longer period, a high postwar tax 
on corporate profits will retard the expan- 
sion of many growing firms. The con- 
tribution of such firms to postwar em- 
ployment, investment, and new-product 
development would thereby be directly 
and immediately curtailed. The indirect 
effects of reduced expenditures on re- 
search and development by rapidly ex- 
panding firms would be even more im- 
portant.” 

“If a high level of postwar investment 
by private enterprise were assured, a re- 
duced rate of expansion by growing firms 
would not necessarily be of critical im- 
portance. Since an insufficient volume of 
investment may constitute a major obsta- 
cle to the maintenance of a high level of 
postwar employment by private enter- 
prise, however, the effects of taxes in re- 
tarding important industrial expansions 
demand the most careful consideration in 
the formulation of postwar tax policies. 

“Moreover, if the growth of small 

firms is retarded by high taxes, the con- 
tribution of these firms to a healthy in- 
dustrial competitive structure will be re- 
stricted. It is generally recognized that 
the continued challenge to existing firms 
supplied by the formation and growth of 
new enterprises is essential to the main- 
tenance of a vigorous competitive econ- 
omy. 
“This report does provide an adequate 
basis for recommending changes in the 
carry-back provisions to accelerate pay- 
ments under these refunds and to lessen 
the danger that they will be repealed. 

“The Treasury has recognized the 
dangers inherent in delayed carry-back 
refunds to such firms and has proposed 
that the tax law be revised to accelerate 
these refunds. The Treasury proposal 
would allow tax payments on liabilities 
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incurred in the previous year to be post- 
poned to the extent of currently accruing 
carry-back refunds.” 

“The immediate enactment of this pro- 
posal is strongly recommended. 

“The danger that the carry-backs will 
be prematurely repealed would be effec- 
tively removed if the government were to 
undertake a specific commitment to indi- 
vidual taxpayers. If such a commitment 
were given, repeal of the carry-back pro- 
visions would place the government in 
direct default on its obligations. It is 
therefore recommended that legislation 
be passed ordering the Treasury to issue 
a certificate to corporate taxpayers upon 
each payment .of their war tax liabilities 
certifying the taxpayer's right to a refund 
of these taxes to the extent authorized by 
the carry-back provisions in effect when 
these liabilities were incurred. If the tax 
law were so amended, business manage- 
ment would not have to curtail expendi- 
tures in the transition period because of 
the fear that its right to carry-back re- 
funds would be nullified by repeal of 
these provisions. 

“When these amendments are passed, 
however, it would be entirely reasonable 
for the Treasury to insist that the carry- 
backs be revised in order to disallow arti- 
ficial losses incurred for the purpose of 
increasing the size of pa funds.” 


Venture Capital Flow Said 
to Await Tax Relief 


J. Clifford Folger, president of the Invest- 
ment Bankers Association, said at its conven- 
tion that “the best encouragement for venture 
capital will come with tax relief.” 

“Based on present tax laws,” he added, “no 
banker can conscientiously put his clients in 
anything but more or less riskless investments. 
Security offerings in the last ten years tell the 
story. The flow of real venture capital has 
slowed down to a trickle. What we need is a 
real stream. There are over 3,000 separate rec- 
ognized tax plans in existence, each outbid- 
ding the other with reference to tax reduction. 
All this in the face of a $300 billion debt, a 
need for at least $25 billions of annual tax rev- 
enue and a sentiment for a balanced - budget. 
Someone remarked recently this war would 
cost half a trillion dollars. There is no pain- 
less road after a half-trillion dollar war.” 

Mr. Folger said that some things can be done 
taxwise to help business, citing the averaging 
of losses and gains backwards and forwards 
over a period of five years as most beneficial. 
He said the capital gains tax should be low- 
ered or eliminated. ° 

He also said that most informed people 
think the securities act needs streamlining and 
that simplification of the rules would be en- 
couraging to venture capital and especially 
small business. 

“A lifting of the present exemption on reg- 
istration for security issues of $100,000 and 
less to $1 million should be considered,” ‘he 
said. “Maybe big corporations with their staffs 
of lawyers can take 100-page prospectuses in 
their stride, but little fellows are inclined to 
say, ‘Oh, what’s the use?’ It would be inter- 
esting to have statistics on the volume of small 
financing registered with the SEC and sold. 
It would probably be a small fraction of one 
per cent. of total volume.” 
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T. D. 5405 Reconsideration Requested 


At a recent meeting of the Los Angeles Con- 
trol of The Institute, Mr. M. S. Gelber, secre- 
tary of The Garrett Corporation, discussed a 
resolution, recently developed by the Account- 
ing and Finance Committee of the Aircraft 
Parts Manufacturers Association, regarding in- 
come tax regulations relating to the period in 
which income from termination war contracts 
is to be included. Mr. Gelber is currently serv- 
ing as chairman of the committee. The pre- 
amble to the resolution. text and the text of 
the resolution follow: 


PREAMBLE 

Prior to the issuance of the revised regula- 
tions referred to below, income from settle- 
ments of terminated war contracts was handled 
on income tax returns on the same basis as 
any other income from the sale or disposition 
of goods, namely, (1) for taxpayers on the 
accrual basis, in the year in which title passed 
and the sale is invoiced; and (2) for tax- 
payers on the cash basis, in the year in which 
payment is received. 

This basis is in accordance with sound ac- 
counting practice, and in line with previous 
rulings of the Bureau of Internal Revenue, that 
profits cannot be taken into account until the 
material is sold or otherwise disposed of, and 
the amount of such profit definitely fixed and 
determined. 

This policy was specifically set forth in 
Regulations 111, Section 29.42-1 (a) as fol- 
lows: “Such items as claims for compensation 
under cancelled Government contracts consti- 
tute income for the year in which they are 
allowed or their value is otherwise definitely 
determined, if the return is rendered on the 
accrual basis; or for the year in which received 
if the return is rendered on the basis of cash 
receipts and disbursements.” 

T. D. 5405 (published in the Federal Regis- 
ter for Sept. 22, 1944) modifies the above Sec- 
tion as follows: The sentence quoted above is 
left in, but is specifically excluded from ap- 
plying to the “termination of a war contract 
as defined by section 3 of the Contract Settle- 
ment Act of 1944 (or the termination of any 
other Government contract as to which the 
right to compensation is definitely fixed and 
the measure thereof is determinable with rea- 
sonable accuracy),”” in which case “if the re- 
turn is rendered on a basis other than cash 
receipts and disbursements, compensation for 
the termination shall....constitute income 
for the taxable year in which falls the effective 
date of the termination..... 

The similar treatment prescribed by the 
Commissioner for “war contracts as defined by 
Section 3” and “any other Government con- 
tract as to which the right to compensation is 
definitely fixed and the measure thereof is de- 
terminable with reasonable accuracy” indicates 
that the Commissioner is assuming that since 
the passage of the Contract Settlement Act of 
1944, the measure of compensation under ter- 
minated war contracts “is determinable with 
reasonable accuracy.” 

Actually, the Contract Settlement Act of 
1944 did not add any rights of compensation 
not already inherent under ordinary contract 
rights, although facilitating settlement and 
providing procedures for expeditious handling. 
By making specific provision for negotiated 
settlement, and providing for the appeal of 
disputed settlements, thus discouraging the use 
of “formula” or other rigid methods of settle- 
ment, the Contract Settlement Act tended, in 
effect, to render less determinable the amount 
finally to be reaiized from a termination claim. 

The office of the Commissioner has issued 





further instructions relating to T. D. 5405 
mentioned above, in the form of Mim. 5766. 
This instruction takes the most extreme in- 
terpretation of the Regulation. 

Mim. 5766 requires that for those termina- 
tion claims which are not definitely determined 
at the time of filing the return a reasonable 
estimate, specifically identified, shall be in- 
cluded in the return. Upon the final determina- 
tion of the claim, “an adjustment shall be 
made for the year for which the income was 
included.” 

The policy of the government has been to 
give notice of cutbacks as far in advance as 
possible, so that the “effective date of termina- 
tion” is often months prior to the final ship- 
ment. Even where termination is effective im- 
mediately upon notice, the mechanics of tak- 
ing inventory and preparing the claim will 
normally preclude the completion of a claim 
within less than two or three months, and it 
is doubtful if termination claims will be finally 
and definitely settled, on the average, in less 
than five months. The result will be that on 
most termination occurring in the last few 
months of the tax year, and on partial termi- 
nations requiring future shipments, the filing 
of amended returns will be required. A strict 
interpretation of the regulation as outlined in 
Mim. 5766 would require an amended return 
as each claim is settled. If ten claims were 
pending over the end of the fiscal year (a very 
nominal quantity in some concerns), ten 
amended returns might be required. If the 
concern happened to be a partnership, each 
of the partners and their spouses would also 
be required to file amended returns. 

Furthermore, since the estimated profit and 
administrative expense to be included in the 
return would normally be the amount claimed 
in the porposal covering the claim, and any ad- 
justments which would arise as a result of 
negotiation would be downward, all the ad- 
justed returns would ordinarily call for re- 
funds of the excess tax. This would not only 
work a hardship on the taxpayer but would 
also call for a flood of refunds from the Col- 
lector’s office. Here also partnerships would 
multiply the difficulties. 

A further result of this requirement would 
be the discouragement of the utilization or 
disposition of surplus war materials, to the 
extent that such utilization or disposition 
might affect the estimated returns and require 
the burdensome task of filing an amended re- 
turn. 

The above outline of the application and 
results of T. D. 5405 and Mim. 5766 indicates 
that it would be inequitable from an account- 
ing standpoint, unnecessarily burdensome to 
undermanned tax and accounting staffs, both 
for the taxpayer and the Collector, and im- 
practicable in operation under normal tax and 
accounting. procedure. 


RESOLUTION 


Whereas, The Commissioner of Internal 
Revenue, in T. D. 5405, amending Section 
29.42-1 (a) of Regulation 111, and the inter- 
pretive Mim. 5766, has required the inclu- 
sion within the tax year in which the effective 
date of termination occurs, of income and 
profit from termination claims not yet finally 
determined; and 

Whereas, this ruling applies only to “war 
contracts as defined by Section 3 of the Con- 
tract Settlement Act of 1944 (or....any 
other Government contract as to which the 
right to compensation is definitely fixed and 
the measure thereof is determinable with rea- 
sonable accuracy),” thus differentially treating 
such contracts as compared to other “cancelled 





Government contracts” and to other items of 
income; and 

Whereas, such inequitable treatment of war 
contractors, as compared to other government 
contractors and other businesses, is unjust and 
nrejudicial ; and 

Whereas, the Contract Settlement Act of 
1944 states (Section 6 (e)) that one of the 
purposes of the Act is to facilitate the settle. 
ment of “termination claims....by agree. 
ment to the maximum extent feasible,” thus 
specifically indicating that the remuneration is 
indeterminate in amount and is contingent 
upon an agreement to be reached by negotia- 
tion; and 

Whereas, in all other similar circumstances, 
where income is indeterminant in amount, or 
contingent upon the voluntary decisions of 
other parties, the Bureau and courts have ruled 
that such items may not be taken into income 
until the amounts are definitely fixed and rea- 
sonably determinable, which is also in accord 
with sound accounting practice; and 

Whereas, the same section of the Regula- 
tions (Sec. 29.42-1 (a)) provides that suits 
pending at the end of a taxable year shall be 
considered income in a later year, whereas the 
same type of claim in process of negotiation 
at the end of a taxable year would be income 
in the prior year; thus the amendment (T. D. 
5405) tends to induce war contractor tax- 
payers to file suits rather than negotiate in 
order to gain a tax advantage; and 

Whereas, this amendment to the Regulations 
would discourage subsequent disposition or 
utilization of surplus war material included in 
claims, to the extent that gross income might 
thus be affected and an amended return re- 
quired; and 

Whereas, the war contracting agencies are 
giving advance notice of terminations and 
cut-backs, thus making the “effective termina- 
tion date” often far in advance of the date of 
scheduled final shipments; this fact and the 
normal time requirements for preparing claims 
and negotiating settlement will compel the 
inclusion in tax returns of many estimates, 
with the consequential requirements of filing 
a series of as many amended returns as there 
were pending claims; and 

Whereas, the unnecessary and burdensome 
accounting and clerical work required in pre- 
paring the estimates and in filing a multiplicity 
of amended returns and requests for refunds 
for war contractors and for partners, stock- 
holders and spouses contingently involved, 
would work a definite hardship on under- 
manned staffs, both for war contractors and 
for the Collector of Internal Revenue (in the 
event of mass terminations, the amended re- 
turns and refund claims required might well 
run into the hundred thousands), and hence is 
inimical to the war effort and to the conserva- 
tion of manpower; now, therefore 

Be it resolved, that the Commissioner of In- 
ternal Revenue be requested to reconsider and 
revoke the ruling and procedure as established 
in the amendment to Section 29.42-1(a) of 
Regulations 111 as set forth in T. D. 5405, 
and in paragraph (a) of Mim. 5766, on the 
grounds that it is contrary to sound accounting 
practice and to previous rulings of the Com- 
missioner and of the Courts; establishes ineq- 
uitable treatment of war contractors as com- 
pared to other taxpayers; contravenes the 
expressed purposes of the Contral Settlement 
Act of 1944, and would work a hardship on 
war contractor taxpayers and the Collectors 
office by requiring a multiplicity of amended 
returns and claims for refund, thus contraven- 
ing the war effort in connection with the con- 
servation of manpower; and : 

Be it further resolved, that this resolution be 
spread upon the minutes of this Association 
and that organizations of war contractors, pf0- 
fessional associations, and other interested as- 
sociations and agencies, be requested to CO- 
operate in protesting to the Commissioner. 
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You-boat 


You’re the captain, the navigator, 
in fact, the whole crew. . . includ- 
ing the engine, too . . . on this 
“cruise” ship! 

Devised for life-guards and long- 
distance swimmers, the inventor’s 
plan, apparently, was to save them 
effort. A strange way to go about 
it, that’s pretty clear. Neither good 
intentions nor complex gadgets can 
take the place of common sense. 

We’re all for common-sense meth- 
ods of preparing payrolls, as well. 
The Comptometer Check-and-Pay- 


4.W. AYER & SON 


roll Plan is based on just such think- 
ing. It’s the essence of simplicity, 
devoid of needless details. An “effort 
saver” that really does just what 
those words say! 

Instead of endless posting, filing 
and paper-work, it requires merely 
a payroll check or a cash envelope. 
By eliminating cross-work forms, 
it assures greater safety ... and 
gets checks to employees in far 
quicker time. You'll make full 
use of your present machines. Find 
it’s more direct, more economical 


The Controller, July, 1945 





Life-Saving Device, U. S. Pat. 222951, 
granted 1879. Patent description 
supplied upon request. 





and... easy to put into action. 

Your nearest Comptometer Com- 
pany representative can demon- 
strate these facts. Why not get in 
touch with him? The Comptometer, 
made only by Felt & Tarrant Man- 
ufacturing Company, Chicago, is 
sold exclusively by the Comptometer 
Company, 1734 N. Paulina Street, 
Chicago 22, Illinois. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


Adding-Calculating Machines and Methods 
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| Controller's July Considerations Show New Trends 








Happenings in the month of July, 
and the subjects which were uppermost 
in the minds of controllers in that 
month, during the years since publica- 
tion of “The Controller’ in its present 
form was undertaken in 1934, present a 
picture that is interesting and informa- 
tive. These subjects were in print in 
July: 

1934: “Monetary Inflation,” described 
by Dr. Walter S. Landis, Vice resident 
of American Cyanamid Company 
a “International Double Taxa- 
tion, Obstacles in the Way of its Al- 
leviation,” an article by Wm. R. Dore- 
mus, Vice President and Controller of 
Ingersoll-Rand Company 
Forms of certificates required by public 
accountants from corporations. 

1935: “Controller's Place in Profit 
Making,” article by C. E. Knoeppel. 
He discusses modern budget-making 
which takes variables into account 
- ere 8 Conferring of a special title 
on controllers who are members of The 
Institute should be delayed, opinion poll 
of members indicated...... Work- 
ings of Securities Exchange Act. 

1936: “Unemployment Insurance,” 
the code of procedure of a large indus- 
trial company, the Continental Can 
Company, by courtesy of J. S. Snelham, 
Vice President and Comptroller of that 
company...... “Corporate Trus- 
teeships, and Proposed Modification of 
Indentures,” an article by B. G. Smith 
which set forth criticisms made by the 
Securities Commission...... Plea 
for Natural Business Year renewed by 
public accountants. 

1937: Uncharted and unreported area 
of individual experiences in the field of 
federal taxation, an editorial. ..... 
Implications of Connery Fair Labor 
Standards Bill described by Albert E. 
Meder, attorney, of Detroit; he predicts 
its enactment and reinstatement of last 
of. eetteels . . ss which were in- 
validated with outlawing of N.R.A. 
see Bie ets Profit Sharing Plan for em- 
ployees of Joslyn Manufacturing and 
Supply Company of Chicago described; 
a system which had been in operation 
eighteenyears...... “Consideration 
of a Corporation’s Annual Statement 
from a Professional Accountant’s point 
of view,” an address by Wm. Dolge, 
C.P.A. of San Francisco. 

1938: “Special Corporations’ Reports 
_to Employees,” a paper by Franzy 
Eakin, Vice President and Comptroller 
of A. E. Staley Manufacturing Com- 
pany of Decatur, Illinois...... 
Five common causes of inaccuracy in 
filing quarterly Old-Age Insurance re- 





ports pointed out by Social Security 
eee ee Hints on computation 
of capital stock declaration...... 
Transactions by corporations in own 
capital stock leave them in quandary as 
courts and the Securities and Exchange 
Commission hand down conflicting 
opinions, one declaring profits made is 
taxable income, and the other declaring 
such dealings are capital transactions 
Re ee Analysis of changes brought 
about by 1938 Federal Revenue Act, 
one of which retains in mild form sur- 
tax on undistributed earnings in 1939 
ee “Aims and Purposes of 
United States Central Statistical Board,” 
an article by Dr. Morris A. Copeland, 
Executive Secretary of the Board 
which was created by executive order 
in 1933 for purpose of preventing du- 
plication of questionnaires submitted 
to business concerns; reviewing of pro- 
posed inquiries, its principal function 
pieces eos Value of a controller to his 
company lies in his ability, training, 
acumen, honesty, cooperativeness, re- 
sourcefulness, and facility for inducing 
action, according to resolution adopted 
by Chicago Control of Controllers In- 
stitute of America, “rather than by be- 
ing precariously ape by mere stipu- 
lated authority or by being subjected to 
the limitations of prescribed duty’; 
evidence that controllers do not wish to 
have their responsibilities defined in 
such a way, either by their own com- 
panies or by governmental agencies, as 
to imply limitations, on the one hand, 
or artificial support, on the other; an 
editorial... .:.. Controllers attach 
great importance to address by Hon- 
orable Robert E. Haley, of Securities 
and Exchange Commission, at Cleveland 
on May 15, in which he placed full re- 
sponsibility for completeness and cor- 
rectness of published corporation re- 
ports on the company itself, and conse- 
quently on the controller, regardless of 
how many outside agencies or individ- 
uals had examined and audited and 
reported on the company’s affairs 
 euee se Case material on controller- 
ship problems included discussions of 
(a) cost control; (b) use of indirect 
labor; and (c) automatic incentive 
eee Public accountants now 
engaged in trying to gain acceptance by 
business of new extended public audit- 
ing program formulated by public ac- 
countants which includes proposal that 
they test-check or supervise taking of 
inventories...... “Recent Decisions 
on Rulings on Utility Depreciation,” 
paper by Harold Dudley Greeley 
ae “Is not Capable Service to 


Management equally valuable to Stock. 
holders?” an article by G. D. E. Mc. 


a Secretary of Labor, 
Miss Frances Perkins, to address Annual 
Meeting. 


1940: Enactment of regulatory laws 
by New Deal introduced controllers for 
first time to Congress, Departments, and 
Commissions, as responsibility for com- 
pliance was delegated to them; an edi- 
ar Companies warned by 
Securities and Exchange Commission 
that preparation of financial statements 
is duty of company and its controller 
and accountants, rather than of public 
accountants, who later must audit the 
company’s operations; an_ editorial 
fein Wiis “Law Makers and Investing 
Public Rely More and More on Control- 
ler’s work,” an article by William W. 
Werntz, Chief Accountant of Securities 
and Exchange Commission...... 
“Some Desirable Features of Reports to 
Management by Controllers,” an article 
by Nelson L. McCully, Controller of 
Bauer and Black, Chicago...... 
Article on what a budget is and how to 
operate it, by Robert T. Kent, General 
Manager of Wm. Sellers and Company, 
Inc. of Philadelphia. ..... “Plan for 
Reducing Payrolls to Twelve a Year,” an 
article by D. F. Secord; necessity of 
making payroll deductions emphasizes 
advantages of making change. ..... 
Deferment of inclusion by Congress of 
proposed excess profits tax in 1940 
Revenue Bill is” attributed partly to 
strong representations against such tax 
without careful study, hearings, and 
consideration, made by Committee on 
Federal Taxation of Controllers In- 
stitute of America...... Need of 
reform in accounting reports as means 
of protection to investors is over-em- 
phasized, says Professor W. A. Paton 
of University of Michigan in bulletin 
published by Harvard University Bu- 
reau of Business Research...... 
“Controller Must Be Sure Prescribed 
Procedures are Operating” article by 
Claude W. Hupp...... Publication 
of book “Controllership—Its Functions 
and Technique” by Controllers Institute 
of America, is endorsed by educators. 

1941: Full disclosure should be made 
in interim financial reports as to what 
steps a company is taking to provide for 
payment in 1942 of the heavy taxes 
shortly to be levied by the government; 
a recommendation by Mr. F. G. Ham- 
rick, Chairman of The Institute’s Com- 
mittee on Cooperation with the Treas- 
ury Department...... “Tax laws 
enacted by Congress are ‘strangely lack- 

(Please turn to page 350) 
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Controller's and Treasurer’s Roles Are Contrasted 





| 





Much has been written, in recent years, 
as to the respective roles of the control- 
Jer and treasurer of a corporation. One 
of the most recent incidents to come to 
the attention of the editors of THE Con- 
TROLLER is contained in the By-Laws of 
American Steel Foundries, Chicago, which 
have been made available through the 
courtesy of Mr. Charles C. Jarchow, vice- 
president and comptroller of the company 
and a member of the Controllers Insti- 
tute of America. 

In the opening section of Article 5 of 
the company’s By-Laws, covering officers, 
it is stated that both the comptroller and 
the treasurer, as well as one or more as- 
sistant comptrollers and one or more as- 
sistant treasurers, ‘‘shall be elected by the 
Board of Directors” and shall hold office 
until the next annual meeting of the Di- 
rectors and until their successors are 
elected and qualified; “provided, how- 
ever, that all officers and agents shall be 
subject to removal at any time, by the 
affirmative vote of a majority of the 
whole Board of Directors.” 

The respective responsibilities of the 
comptroller and treasurer follow: 


Sec. 8. THE COMPTROLLER. Subject 
to the control and supervision of the 
President and the Board of Directors, the 
Comptroller shall be the principal officer 
in charge of the accounts of the Company 
and its subsidiaries and shall maintain 
adequate records of all assets, liabilities 
and business transactions of the Company. 

He shall prepare all Federal tax re- 
turns which are based upon the determi- 
nation of taxable income and/or invested 
capital, and he is authorized to negotiate 
with the Government as to the amount 
of taxes payable under such returns. 

He shall arrange for the protection of 
the Company through the purchase of 
proper fire and extended coverage, use 
and occupancy, public liability, property 
damage and other insurance. 

He shall be responsible for the mainte- 
nance of an adequate system of internal 
audit for the examination and verifica- 
tion from time to time of the assets of the 
Company, and of the records pertaining 
thereto, in the custody of its officers and 
agents and shall report the results of such 
audits to the President and also, when- 
ever required, to the Board of Directors. 

He shall, whenever required, furnish 
the President and the Board of Directors 
with statements of account showing the 
financial position of the Company, to- 
gether with statements of the Company's 
earnings and related statistical data. He 
shall inter pret such statements of account 
and, whenever required, shall attend di- 
rectors’ meetings where financial informa- 





tion prepared for release to the public is 
submitted for approval. His books of ac- 
counts and records shall at all times be 
open and subject to the inspection and 
scrutiny of the President and the Board 
of Directors or the appointees. 

He shall have such other powers and 
duties as may be prescribed by these By- 
Laws or by the Board of Directors and 
such usual powers and duties as pertain 
to his office. 

Sec. 4. THE TREASURER. Subject to 
the control and supervision of the Presi- 
dent and the Board of Directors, the 
Treasurer shall be the principal financial 
officer of the Company and its subsid- 
iaries and shall be in charge of and main- 
tain adequate records of all funds, securi- 
ties and land owned or used by the Com- 
pany. 

He shall be the custodian of all securi- 
ties, notes and other evidences of indebt- 
edness belonging to the Company, which 
shall be kept in such place or places and 
in such manner as may be designated by 
the Board of Directors. He shall deposit 
all checks, drafts and funds of the Com- 
pany in such banks, trust companies or 
depositaries as may from time to time be 
determined by the Board of Directors and 
shall negotiate all loans from banks for 
funds needed by the Company. 

He shall give to the Company a bond 
in such amount as the Board of Directors 
shall require, which bond shall be an 
undertaking of a surety company in such 


form and containing such provisions as 
shall be approved by the Board of Di- 
rectors. The premium of the surety com- 
pany for furnishing such bond shall be 
paid by the Company. 

He shall approve the credit of custom- 
ers before purchase orders are accepted 
by the Company. 

He shall see to the collection of all ac- 
counts, bills receivable and other demands 
owing to the Company and shall sign all 
receipts for payments made to the Com- 
pany. He shall see to the disbursement of 
funds as the business of the Company may 
require, taking proper vouchers therefor. 

He shall file all tax returns with the 
proper local, state or Federal authorities 
and shall prepare all tax returns other 
than Federal tax returns based upon a de- 
termination of the Company's taxable in- 
come and invested capital. 

He shall, whenever required, furnish 
to the President or the Board of Directors 
a statement of his transactions as Treasurer 
of the Company including an analysis of 
the receipts and disbursements of the 
funds of the Company for any specified 
period. His books and papers shall at all 
times be open and subject to the inspec- 
tion and scrutiny of the President and the 
Board of Directors or their appointees. 

He shall have such other powers and 
duties as may be prescribed by these By- 
Laws or the Board of Directors and such 
usual powers and duties as pertain to his 


office. 


Public Welfare Is a Growing Concept 
That Bears Watching, Study Finds 


Trends in public welfare constitute 
the subject of a study recently made by 
the research department of the Tax 
Foundation, New York, under the su- 
pervision of its chief economist, Harley 
L. Lutz, Professor of Public Finance at 
Princeton University. 

No service in government, the study 
brings out, has expanded more rapidly 
than public welfare. It has encom- 

assed millions of people and billions 
of dollars. The war has only diminished 
the case loads and the prominence but 
not the bulk of welfare expenditures. 
Among the snowballing billions of war 
finance, the millions plodding along on 
public assistance ledgers go all but un- 
noticed. 

This respite from pressure has created 
a long-sought opportunity for welfare 
officials to increase individual case 
grants and to expand the fields of their 
service. From 1933 through 1943, dur- 
ing both good and bad times, assistance 


payments alone have averaged a billion 
dollars annually. Even for 1944, despite 
shortage of manpower and high wages, 
the relief bill of the nation will be 
around $925 million. 

“For this reason, and because consider- 
able increase of need may be anticipated 
in the early postwar years, this govern- 
mental function is among the foremost 
demanding appraisal,” the Foundation’s 
report observes. 

“The role of public welfare has al- 
ways been pel oe on the philosophy 
of the sponsoring government. The 
English poor laws confined public wel- 
fare responsibility in the 16th and 17th 
centuries to pauper care or provisions 
for the destitute. In the early middle of 
the 20th century the public welfare 
function was defined and executed in 
the light of governmental humanitar- 
ianism. Federal and state welfare ac- 
tivities, especially planning proposals, now 

(Please turn to page 341) 
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GROUP INSURANCE 


Life; Accident; Health 
Hospitalization 
Pension Trusts; Annuities 
Business and Personal Insurance 
Since 1918 All Kinds—Anywhere 
*INSURE AGAINST LOSS 


JOHN ALLEY PARKER 
80 JOHN ST., NEW YORK, N. Y. 
WHITEHALL 3-6767 
SERVICE AS YOU DIRECT 
NO OBLIGATION. NO IMPORTUNING 








The Controller, July, 1945 


Blue Cross Program Gains 
Nation-wide Acceptance 


“The federal government might make 
grants-in-aid to the states for the encourage- 
ment and assistance of voluntary insurance ef- 
forts, such as the Blue Cross Plans,’’ Louis H. 
Pink, President of the Associated Hospital 
Service of New York, suggests in The Story 
of Blue Cross—On the Road to Better Health, 
a 32-page pamphlet published today by the 
Public Affairs Committee, Inc., of New York. 

“Such an effort might begin in states in 
which health facilities are least satisfactory. 
Federal assistance should be used to enrich 
hospital and medical care in every respect, 
both in the provision of facilities and en- 








Illustrated, Monroe 
LA-160, the small elec- 
tric portable model. 
Rebuilt by Ameco and 
sold for $250. 


new. 


year. 








THE PROOF is in the PERFORMANCE 


Watch the action of a rebuilt or reconditioned 
Ameco machine. It’s always hitting on all cylinders 

always operating at peak efficiency. This 
sterling performance is justifiable—backed by 
more than 25 years experience. Every machine 
that leaves our factory has been gone over thor- 
oughly by specialist-mechanics—checked and re- 
checked by operator-inspectors—so that an 
Ameco-installed machine looks and operates like 


You will find in our showrooms, office machines of 
almost every make and model... . for de- 
livery 30 days after receipt of your order. Each 
machine is guaranteed and serviced FREE for one 





ADDRESSING MACHINE 
& EQUIPMENT CO. 


326 B'WAY + N.Y. 7,N. Y. 
WORTH 2-5337 




















couragement of methods for financing the care.” 

The public wants more and more health 
protection, the pamphlet finds; it wants its 
doctor bills: prepaid as well as i's hospital 
bills; it wants preventive as well as curative 
service; and it favors the gradual and sound 
extension of social security. 

These demands call for a broad national 
health program, Mr. Pink points out—one 
that “implies a working partnership between 
federal, state, and local government and all 
efficient and well-directed voluntary efforts, such 
as medical schools, dental clinics, research jn- 
stitutions, medical societies, Blue Cross Plans, 
voluntary hospitals, visiting nurse associations, 
and fraternal, social, and educational bodies. 

In a nation-wide health program, the Blue 
Cross Plans and other voluntary insurance 
plans for hospital and health care will un- 
doubtedly continue to play a large part, the 
author feels, for they are “‘a vital and demo- 
cratic link in social security .... emphasizing 
public service, but utilizing private initiative,” 

According to Mr. Pink, Blue Cross Plans 
throughout the nation are working for adop- 
tion of a national contract so that the heads 
of national business organizations can offer 
uniform Blue Cross coverage which will pro- 
tect their employees in plants scattered 
throughout the country. 

Mr. Pink also suggests that “the larger Blue 
Cross Plans might well join with hospitals, 
the medical profession, foundations, and other 
welfare agencies in the financial support of 
diagnostic centers. If 1 per cent. of toeir in- 
come were devoted to preventive medicine, 
the expenditure would be justified as a prac- 
tical deterrent to illness and hospitalization.” 

The Blue Cross Plans have grown phe- 
nomenally. In the last eight years, the mem- 
bership has increased from half a million to 
17,000,000 subscribers; and the number of 
Blue Cross Plans throughout the country is 
now seventy-five. At its present rate of ex- 
pansion, Blue Cross expects to double its 
membership and thus protect more than 35,- 
000,000 subscribers within the next six years. 

And in addition to the plans for hospital care, 
there are now nineteen plans for prepaid medical 
care affiliated with Blue Cross organizations. 






Time-Saver for payroll 
and accounting depart- 
ments. Needed by all 
personnel and time- 
keeping offices—In- 
stantly converts 
monthly or weekly 
wage rates to hourly 
rates—range from $50 
to $300 month, from 40 
to 54 hour week. 


Actual size 1444” x 44”. 
Easy to read. Bureau of 
Labor Statistics Method. 
Copyright Reg. 


$1.50 postpaid. Order direct for immediate aid 


of this accurate time-saver in your office. 


DEALERS: This fast selling item available at 
attractive trade discounts. Write today. 





TOP EXECUTIVES: Get sample copy of “THE 
ECONOMIST”—weekly digest of NWLB, NLRB, 
Treasury, Wage and Hour, Manpower news. Con- 
cise, practical aid to management. Indexed cumu- 
latively each month. Published by 


MILFORD R. WADDELL & ASSOCIATES 
6612 Agnes Ave., Kansas City 5, Mo. 


Industrial and Labor Consultants. 
Specialists in Job Evaluation. 
Setting up Merit and Incentive 
Systems and Wage Analysis. 
18 Months with Regional WLB. 


Inquiries invited on Wage and Salary Problems 
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PUBLIC WELFARE CONCEPT 
(Continued from page 339) 








stem from a concept of ‘public responsibil- 

ity for individual security.’ 

“The effort toward this expanded and 
liberalized concept began to be _ publi- 
cized as early as 1940 when Arthur J. 
Altmeyer, chairman of the Social Se- 
curity Board, made a statement before 
the Senate Civil Liberties Committee in 
behalf of extending the security and 
assistance program. In general, these 
ideas were carried forward and were in- 
corporated into the National Resources 
Planning Board’s proposals for ‘Equal 
Access to Economic Security.’ They be- 
came the crux of the Social Security 
Board's recommendations for ‘A Basic 
Minimum Program of Social Security.’ 
They are repeated in the policy pro- 
osals of the American Public Wel- 
a Association as they were presented 
to the Senate Committee on Postwar 
Economic Policy and Planning. The 
states, through their welfare depart- 
ments, reiterate the plea for liberaliza- 
tion. Interest groups of various kinds, 
the labor unions, and others, have taken 
up the campaign.” : 

In general, the major structural 
changes which have been advocated in 
the assistance program are: 

1. Variable matching grants to the states, and 
a similar pattern for state aid to localities. 

2, Federal participation in general assistance 
and/or a unified assistance program. 

3. Elimination, or upward adjustment, of the 
federal maximums. 

4, Elimination of, or adjustment to one year 
for, state residence requirements, 

5. Provision of medical and hospital care in 
the assistance program and federal par- 
ticipation therein. 

6. Extension of the ADC program (if cate- 
_- are maintained) to all needy chil- 

en up to age 18. 

7, Greater federal participation in adminis- 

trative costs. 


The expansion of the public assist- 
ance program, and the widening of 
eligibility therefor, render the program 
less and less “relief” and more and more 
a “right to security.” The trend is 
towards a blending of relief and in- 
surance, of need and right. 

Such a development naturally makes 
for broader coverage in the assistance 
Ptogram, greater caseloads and larger 
expenditures. These, in turn, suggest 
increased administrative concerns which 
undoubtedly contributed to the Ameri- 
can Public Welfare Association’s hope 
for a Public Welfare Administration 
within the Federal Security Agency “so 
that federal planning, operations and 
leadership may be strengthened and 
widened.” 

Emphasis, by the states, by the federal 
government, and by interested profes- 
sional groups, upon the need for more 
Patticipation by the federal govern- 
ment, should not go unchallenged by 
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those who are concerned with the main- 
tenance of welfare activities as a local 
or state function. Already a reversal of 
tradition has occurred as regards the 
financial responsibilities of local and 
federal governments. In 1930 the lo- 
calities were financing 91.3 per cent. of 
the welfare function; in 1943, only 14.6 
per cent. of it. On the other hand, in 
1930, the states were responsible for 
only. 8.7 per cent. and the federal gov- 
ernment, none; but by 1943 these two 
governmental levels were almost equally 
responsible for the lion’s share, 85.4 per 
cent. of the total assistance program. 


This reversal of policy must be viewed 
with reference to two questions: 
1. The need: for federal financing. 
y > ™ fiscal and administrative implications 
of it. 


The states are now in a healthy fi- 
nancial condition. The question arises 
as to whether there is any longer a justi- 
fiable or adequate reason for large-scale 
federal participation? Because of the 
obligations entailed in the acceptance of 
subsidies or grants-in-aid, it is vital also 
not to disregard the administrative im- 
plications of greater federal financial 
responsibility. Unless the welfare func- 
tion. is to be swept along in the general 
federalization and enlargement of the 
whole security program, the states must 
very soon face, answer and act upee 
the question of the ultimate control of 
this public service. 

To facilitate such action, the Tax 
Foundation undertook to study already 
existing trends and their indications for 
the future. This study covered: 

1. Postwar proposals in the field of public 
welfare, with special emphasis on state 
plans. 

2. The trend of public welfare expenditures 
during the war period. 

3. Suggestions on the use of data in evalu- 
ating welfare service and expenditure. 
Continuing large-scale welfare ex- 

airs are emphasized in the study 

y the following data: 


September September 
1940 1944 
Unemployment ...$ 6,200,000 $ 780,000 
General Assistance 
i eee 1,263,000 254,000 
Recipients of 
Categorical Aid 2,444,000 2,392,333 





Total Assistance 

Payments ...... $81,643,000 $77,972,852 

It is thus clear that although general 
relief responds directly with changes in 
economic conditions, the bulk of assist- 
ance caseloads do not. The number of 
recipients receiving Old Age Assistance, 
Aid to Dependent Children and Aid to 
the Blind differs only by some 50,000 
for corresponding months during a 
period when or ge te egg was becom- 
ing a negligible factor. Although the 
combined caseloads dropped 28.6 per 
cent. between these sample months, 
total payments decreased only 4.5 per 
cent. The explanation lies in the in- 
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crease in monthly grants. Although 
categorical case grants have shown in- 
creases of $4 to $11 a month, this does 
not show the full story because there 
are fewer persons per case now than 
previously. Thus, the real increase in 
assistance costs can best be shown as per 
capita grants in an undifferentiated case- 
load; that is, per person expenditures 
in a total of the combined caseloads. 
The study computed such grants for 
sample months and indicated their per- 
centage increases over 1940, as shown in 
the following table. 

Average Percentage 


Sample Monthly Increases 

Month Grant Over 1940 
July 1902... 8603 ke $12.38 f 
ley 198162 A 14.55 17.5 
Wily 1968S. odens 17.19 33.9 
sa as 21.52 73.8 
JO TSA is ceens 24.30 96.3 


Although some increase is undoubt- 
edly merited because of the rising costs 
of living, the increase shown above is 
far in excess of any of the various in- 
dexes of increased costs of living. The 
Bureau of Labor Statistics index from 
June 1940 to June 1944 increased only 
24.2 per cent. 

The wartime increase in grants of 
public assistance: can be attributed there- 
fore, more to a trend in relief policy 
than to the temporary expediency of 
demanding increases in the cost of liv- 
ing. The increase in assistance thus 
seems due not primarily to the increased 
cost of relief budgets, but to increased 
budgets as such. 

This liberalization in determining re- 
lief budgets is another of the indications 
which show the need for careful in- 
quiry and evaluation of welfare service 
and function. Guides or suggestions 
which foster such evaluations form a 
major part of this study. The main pur- 

ose was to show the relative balance 
towels the development of functions 
which protect the recipient financially 
and those which protect the taxpayer 
financially. The viewpoint of this sec- 
tion is that a properly organized and 
managed state welfare department can 
do a good job, at reasonable cost. On 
the other hand, bad organization and 
faulty procedure build a better case for 
federal usurpation. The taxpayers’ best 
interests will be well served by putting 
the various state welfare departments 
under the microscope. If the federal 
trend can be checked or halted, it will 
be by demonstrating the capacity of the 
states to do a satisfactory job. 


“The Evolution of the Industrial Engineer” 
was the subject of a paper presented before 
the Chicago chapter of the Society for the 
Advancement of Management, on October 
17, 1944 by H. S. Person, consultant in busi- 
ness economics and management, in New 
York. The paper was reprinted subsequently 
in the bulletin of the Robert Morris Asso- 
ciates, an association of bank credit execu- 
tives located at 1417 Sansom Street, Phil- 
adelphia 21, Pennsylvania. 
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Asked the Visitor of the Paper Chemist: 
Why do you call it “cotton fiber” paper instead of 
“rag-content” paper? 

Said the Paper Chemist to the Visitor: 


Because all Parsons Papers are made from new, clean cotton 
cloth cuttings and new cotton fiber. Rag-content paper 
may be, and frequently is, made with old, used rags. 


“You see, the fibers in old rags 
are always worn and weakened by 
the time the mills get them. Much 
stronger bleaches must be used on 
old rags than on new cotton cut- 
tings —and this further weakens the 
fiber. Our cuttings come largely, as 
a matter of fact, from men’s shirt 
factories. The cotton fiber used is 
fresh from the cotton mills.” 

That’s why Parsons bond papers— 
used mainly for stationery and docu- 
ments—are superior in feel, in writ- 
ing and erasing qualities, in strength, 
durability and permanence. These 
are Parsons bond papers — available 





in the various sizes, weights, colors 
and finishes permitted by W.P.B.: 
OLD HAMPDEN BonD, 100% cot- 
ton and linen fiber. 
PARSONS BOND, 100% cotton fiber. 
L’ENVol, 100% cotton fiber. 
LACONIA BonpD, 75% cotton fiber. 
EDGEMONT BOND, 50% cotton fiber. 
HERITAGE BOND, 25% cotton fiber. 
When you buy stationery, specify 
PARSONS. Then you'll have the 
finest cotton content paper, made by 
a mill that specializes in paper for 
modern business, made to reflect and 
record the quality of your organiza- 
tion, your business, your profession. 











PARSONS PAPER COMPANY e HOLYOKE, MASSACHUSETTS 
EE. i RRR ate 











Positions O pen 











Controller 


An aggressive New England manufacturing 
concern with annual sales of $10,000,000 
has excellent opportunity for a young man 
with the right education, experience and per- 
sonality to assume the position of Controller, 
Please write at length regarding your quali. 
fications and indicate the salary you would 
expect. Address Box Number 508, ‘‘The Con. 
troller,’ One East Forty-second Street, New 
York 17, N. Y. 


Executive Accountant 


Salary $8000 to $9000 per annum. Prefer 
college graduate; age 32 to 38; experience 
in public and private accounting, which must 
include general and cost; capable of hand}. 
ing administrative duties.. A good oppor- 
tunity in peace-time organization in South- 
western Pennsylvania. State age, education, 
and complete resume of experience. Address 
Box 503, ‘The Controller,” One East Forty- 
second Street, New York 17, N. Y. 


Plant Accountant 

Progressive Pennsylvania Corporation has 
opening for accountant to take complete 
charge of all plant accounting. Applicant 
should be 30 to 40 years of age, college 
graduate, with several years experience in 
plant and general office accounting, methods 
and systems, costs, and budgetary control. 
Experience in public accounting desirable 
but not essential. Give full details as to age, 
education, experience, etc., in first letter. 
Address Box 502, ‘The Controller,’ One 
East Forty-second Street, New York 17, New 
York. 


Accountant—Cost 


One of the major steel producers is im- 
proving cost controls—including standard 
costs and budgetary control—in all its plants. 
A permanent connection is available for a 
man thoroughly experienced in this field. 

If you have an advanced accounting edu- 
cation, are under 40 and have supervised in- 
stallation or operation of standard cost 
work, send full personal details. Replies 
handled confidentially. Address Box Num- 
ber 500, ‘‘The Controller,” One East Forty- 
second Street, New York 17, N. Y. 


Analyst—Industrial 


Can you make figures talk? Our executives 
need men who can analyze reports and bring 
out the facts for decisions and action. We 
will require several men, with major ex- 
perience with production and costs, sales or 
over-all financial results. Applicant must 
have excellent education, experience in manu- 
facturing and above-average ability in pre- 
paring analyses. Maximum age 40. 

For immediate consideration, send a de- 
tailed analysis of yourself. Address Box 
Number 501, “The Controller,” One East 
Forty-second Street, New York 17, N. Y. 


Assistant Controller 

Wanted Accountant—to act as assistant 
controller. Good formal education, indus- 
trial experience, well versed in standard 
costs, and office management for manufactur- 
ing plant located in town of twenty thous- 
sand in northwestern Pennsylvania. Excel- 
lent post-war opportunities. Write Box Num- 
ber 505, “The Controller,’ One East Forty- 
second Street, New York 17, New York. 


* * * 


The national income for the depression yeat 
ending December 31, 1930, amounted to 
$68.9 billion. For the year ending December 
31, 1944, it reached the sum of $160.7 billion. 
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cost It is only natural that users who selected Burroughs 
plies machines for fine construction and fine performance 
i look to Burroughs for the finest mechanical service. 
Years ago, in recognition of the fact that no machine— 
however superior in design and construction—can be 
tives any better than the mechanical service provided for it, 
We Burroughs formulated a realistic service policy: The best 
ex. machines deserve the best service. 
ef The result is today’s highly-trained, experienced service 
anu- organization, whose intimate knowledge of Burroughs 
Pee: construction, adjustment and operation is helping more 
de- users than ever before to keep their Burroughs machines 
Box at peak operating efficiency. A 
East P P 8 i - wT 
Y. Burroughs service is available to the user under either Y fi » 
of two plans: (1) a Burroughs Service Agreement at a / i f Sf 4 
tant predetermined, moderate annual cost; or (2) service jaa 
dus. when requested, at a moderate charge for each service UF j ou Nos 
dard : - 
-tut- as rendered. All work is guaranteed by Burroughs. ff 
ato In these times—when good service is so very important IN MACHINES 
jum- and generally most difficult to get-—Burroughs mechanical -~ IN COUNSEL 
ata ed é pie 
a service is unequaled for efficiency and dependability. IN SERVICE 
BURROUGHS ADDING MACHINE CO. +« DETROIT 32 
year 
to 
ws FIGURING, ACCOUNTING AND STATISTICAL MACHINES » NATIONWIDE MAINTENANCE SERVICE + BUSINESS MACHINE SUPPLIES 
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{ SO/ you Figurep 
WRONG AGAIN, 
2 NOW WE GOTTA 


/ BEND THE PIPE 





































The PRINTING € 
stops figuring errors! 


Whether you figure ditches or any busi- 
ness problem, the Printing Calculator stops 


alculator 





errors, proves answers are right. 
It avoids mistakes and saves time by 
a simultaneously working, printing and prov- 


ing your problems—as shown by the sim- 


Qdditirw + ple figures on the tape. 











be ht ettisn It is the ONLY machine that: 
987.5 
: +29 Divides automatically and prints 
100095 Multiplies and prints 
Bae s Subtracts and prints 
946 0% Adds and prints 
Dovy. acer & It replaces two ordinary machines: the 
adding machine that won’t calculate, and 
the calculator that can’t print. 





Executives everywhere say the Print- 
ing Calculator saves time, stops errors 
in statistics, billing, prorating, and 
every other kind of figure work. 


Save YOUR time. Phone the nearest 
Remington Rand office now or write 
to Buffalo 5, N. Y., for the free book- 
let TOPS. 














































Position Wanted 











Executive—Controller—General Manager 


Available for position as Controller, Secre. 
tary-Treasurer or combination of either with 
position of General Manager or Assistant 
General Manager. Public accounting and in. 
dustrial management background, C.P.A. age 
29, married. Desires association with com 
pany offering opportunity for achievement 
Minimum salary $15,000. Address Box Num. 
ber 498, ‘The Controller,” One East Forty- 
second Street, New York 17, N. Y. 


Controller Available 


Ten Years General Motors Administrative 
Executive. Capable, responsible, manufactur. 
ing accounting and administrative executive 
desires change. Seeking Treasurer’s or Con. 
troller’s position with future in established, 
sound, progressive company where executive 
organizational ability, thorough knowledge 
of modern accounting methods and financial 
controls, also intelligent interpretation of 
reports and data with recommendations to 
top management will warrant substantial in- 
come. 

Extensive, broad experience organizing, 
installing and improving all types of finan- 
cial, accounting, cost, budget, expense con- 
trol, contract termination systems. Success- 
ful record in procurement, development and 
management of personnel. Address Box 504, 
“The Controller,” One East Forty-second 
Street, New York 17, N. Y. 


Chief Financial Officer 


Executive—Accountant, formerly Control- 
ler of company with world-wide activities, 
experienced in public and private accounting, 
internal auditing, punched card and other 
systems, payroll, personnel, taxes, budgets, 
statistics, pension plans, stock issues, etc. 
desires position as chief Financial Officer of 
progressive, established company with future. 
All replies confidential. Address Box Num- 
ber 506, “The Controller,’ One East Forty- 
second Street, New York 17, N. Y. 


Controller, Internal Auditor, Treasurer 


Twenty years experience in industrial ac- 
counting, taxes, insurance, auditing and sys- 
tematizing. Desire position as controller, in- 
ternal auditor or treasurer. Married, age 43, 
College trained. Box Number 507, “The Con- 
troller,” One East Forty-second Street, New 
York 17, New York. 


Controller or Treasurer 

Executive—Age 39—C.P.A. Illinois, Im- 
mediately available. Broad experience in- 
cluding eight years diversified public ac- 
counting followed by about ten years with 
large manufacturing company. Responsible 
for all tax matters; general accounting pro- 
cedures, statement preparation and consol- 
idation; costs and accounting aspects of in- 
ventory control and other operating prob- 
lems; internal control and such war-time 
problems as the accounting aspects of te- 
negotiation and termination, accounting and 
custodial problems of government-owne 
lant and equipment, and other matters 
Lcreudit about by new legislation, contracts 
or otherwise. Experienced in organizing 
work, building staff and with both standard 
and job order costs. Capable of taking full 
charge. Presently located in New England. 
Salary in the higher brackets expected. Mem- 
ber of Controllers Institute. Married. Two 
children. More complete data will be fut- 
nished upon request, and all such requests 
will be treated confidentially. Address Box 
509, “The Controller,” One East Forty-second 
Street, New York 17, N. Y. 
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DOES YOUR SAFETY PROGRAM 


RE your employees so/d on your safety 
program? The answer must be “yes” 
before you can count your safety program a 
success. For records show employee care- 
lessness plays a part in 85% of industrial 
accidents! 

Selling safety to your personnel is the most 
important job done by our Safety Engineers 
—a job that can not be accomplished with 
posters, lectures and surveys alone. That is 
why Marsh & MSLennan methods are based 
on gaining cooperation from the men in your 
plant directly responsible for safety. As a 
result, they have been exceptionally success- 
ful in cutting down the frequency and severity 
of accidents on which casualty insurance rates 
are based. 





Really WORK? 


The experience of these Safety Engineers 
is a valuable extra you get when you appoint 
Marsh & MSLennan as your insurance broker 
... yet it costs you nothing. Call or write 
for full information without obligation. 


MARSH &« MCLENNAN 
INCORPORATED 
INSURANCE 





Chicago New York 

Boston Detroit San Francisco 
Pittsburgh Minneapolis Los Angeles 
Washington St. Louis Seattle 
Buffalo Cleveland Duluth ‘ 
Phoenix Columbus Indianapolis 
Portland Milwaukee 

London Montreal Vancouver 


Established in 1871 











Man in a Brown study. a 


And no wonder! Employment and 
overtime increasing... schedules lag 
... delivery dates always being missed 
... materials and tools arriving late... 
Meaning what? Not enough current 
facts! Shall we go ahead with the new 
commitments? Or run short month 
after month? What departments are 
overloaded? What new orders can we 
book? ... It’s only a guess... Hell of 
a way to run a business ... anda pretty 
sure sign that the business needs the 
information that McBee methods and 
products can supply—on time! McBee 
makes vital facts available faster and 
earlier, to help management manage 





. .. and expedites the gathering of 
data which gives executives a current 
picture of the business, information 
needed for better control. 


For forty years, McBee has been 
perfecting methods and manufacturing 
products to get facts for management 
...quicker, easier, and more efficiently. 
Simple, serviceable without expensive 
installations or skilled operators, 
McBee usually provides the means of 
improving your procedures, cutting 
clerical costs, saving time and worry. 
If you need management reports faster, 
call a McBee man as the first step! 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Ave., New York 17, N.Y... Offices in principal cities 
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Positions Wanted 











Controller or Assistant Controller 


Thoroughly experienced in manufacturing 
costs, auditing, production and inventory con. 
trol, budgets and methods. Has had particular 
success in surveying and reporting production 
and general problems of management. Good 
results on government contract terminations and 
renegotiations. Capable co-ordinator. Both 
public and private manufacturing accounting 
experience. Pace graduate, age 38, married. 
Available immediately. Address Box 511, “The 
Controller,” One East Forty-Second Street 
New York 17, New York. : 


Executive Accountant 


CPA (N. Y.) Age 34, presently employed 
as assistant to comptroller of large manu- 
facturing corporation, seeks new connection 
as comptroller, treasurer, or perhaps assistant 
to such officer. Fifteen years heavy corporate 
and diversified public experience. Prefer 
eastern location. Address Box Number 510, 
“The Controller,” One East Forty-second 
Street, New York 17, New York. 


Controller-Treasurer 


Seeks position with progressive company. 
Experience in both public and private account- 
ing practice. Thoroughly experienced in modern 
management, up-to-date accounting methods, 
budgets and taxes. Presently employed. Ad- 
dress Box Number 512 “The Controller,” One 
oo, Teen Street, New York 17, New 
York. 


Management Should Keep Pension 
Plans Abreast of Changes 


An estimated $1,000,000,000 to $1,250,- 
000,000 was contributed into employee pension, 
stock bonus and profit sharing plans last’ year, 
Meyer M. Goldstein, director of the Pension 
Planning Co., New York, stated at a meeting 
of the Tax Forum held at the Union League 
Club in Philadelphia recently. The Govern- 
ment has made a substantial contribution to- 
ward the cost of these plans in the form of 
tax credits, said Mr. Goldstein, and the em- 
ployee has benefited in the form of deferred 
income which, if paid in currently higher 
salaries and bonuses, would have been subject 
to income tax charges. 

Although many plans may receive tax ap- 
proval from the Treasury, they are deficient 
in other respects and should be corrected so 
that not only the Government but also stock- 
holders, management, employees and the pub- 
lic are satisfied that their provisions are 
equitable. 

While the Special Pension Trust Unit of 
the Treasury has sent letters of approval cover- 
ing hundreds of the 7,500 plans submitted for 
tax credit, these letters are not enough, Mr. 
Goldstein stated. 

He pointed out that 1944 tax approval does 
not lift the burden of responsibility from 
the management to keep his plan abreast of 
changes in Treasury rulings and that the law 
requires that a plan meet the requirements 0 
the statute in each quarter of a taxable year. 

The only approvals granted, he continued, 
have been under Section 165 of the Revenue 
Code, dealing with eligibility, Rulings under 
Section 23(p) dealing with deductions are now 
being developed. Many areas of uncertainty 
remain to be cleared up, he stated, so that 
Government tax approval at best is a tem- 
porary, year to year, affair. Also it is neces- 
sary to secure Wage Stabilization approval 
in certain plans and possible clearance with 
the Securities and Exchange Commission 10 
other cases. 
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Introducing the 


new “MAGIC” that’s needed 


in stock control ! 


Simplification of stock control is im- 
perative today. 

The transition from operation 
under war conditions to the competi- 
tive realities of peacetime will re- 
quire that supplies be maintained 
in balance at levels consistent with 
usage. Operating costs, too, must 
be pared to the bone. 

The old barriers to these objectives 
have been cleared away! “Systems” 
Technicians have perfected a new kind 
of Kardex visible control that brings 
unheard of simplicity... speed... ac- 
curacy to the management of stocks. 

The “magic element” is an Auto- 
matic Computing Insert. Used with 
our exclusive Graph-A-Matic signal 
control, this eliminates all need of 
computation in visibly charting new 
balances and interpreting them. Act- 
ual numerical balances are shown 
graphically on Kardex Visible Mar- 
gins with the reorder point of all 
items, regardless of usage, in uni- 
form reference position. Without an- 


alysis, Graph-A-Matic flashes when 
each item should be reordered, when 
follow-up should be instigated and 
when overstocks threaten. 

This system has already produced 

extraordinary results for many prom- 
inent companies. It provides simple, 
complete and positive contro/—the 
means of combining high turnover 
with ability to maintain satisfactory 
delivery schedules. It saves clerical 
costs and more important, the many 
executive hours ordinarily required 
for “‘analysis”’. 
FOR FULL DETAILS ask our nearest 
Branch Office for MC No. 708. This 
system can be applied to many 
types of existing records. 
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KARDEX GRAPH-A-MATIC 
Analyzes Stock Conditions 
for VISUAL Control! 





| 
Signals over numeric balance indicate 
exact stock status. If the rate of usage 
changes, “Reorder Scale” is adjusted 
by merely refolding the paper insert. 








SYSTEMS DIVISION 


REMINGTON RAND 


315 Fourth Ave., New York 10, N. Y. 


COPYRIGHT REMIN GTON RAND IN Cc 
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TOMORROW'S Calculator 


Why not discover for yourself how easy it is to 
operate a FRIDEN...as the Calculator, not the 
Operator, does the Work. FRIDEN FULLY 
AUTOMATIC CALCULATORS today incor- 
porate modern design with unexcelled figure 
work production. Telephone or write to your 
local Fridén Representative and conveniently 
arrange for a demonstration of tomorrow’s 


calculator on your own work .... today, 


Fridén Mechanical and Instructional Service is avail- 
able in approximately 250 Company Controlled Sales 
Agencies throughout the United States and Canada. 





FRIDEN CALCULATING MACHINE CO.,INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIFORNIA, U.S. A. « SALES AND SERVICE THROUGHOUT THE WORLD 











Letters from Controllers 











THRILLED AT READING NEW YEAR BOOK 


ARTHUR R. TUCKER, 
Managing Director, 
Controllers Institute of America: 


Just received the 1944-1945 Year Book. 
Many thanks. It is needless for me to tell you 
what a thrill I had reading it. 

When I read the list of members and noted 
the certificate numbers in my group, I could 
picture my colleagues, and it brought back very 
pleasant memories of the meetings of 1931. 
1932, et seq. 

I feel confident that with the aid of the cer. 
tificate numbers listed as they are, many mem. 
bers will feel.as I do, knowing his colleagues 
who joined The Institute when. they did. 

I regret that my illness prevents my personal 
activity in the work of The Institute. Never- 
theless my interest in its present and future 
welfare is deep. 

Carry on this great work. Good luck be with 
you. 
With best wishes and kindest personal tre- 
gards. 

H. Oscar DONNER, 
1088 Tiffany Street, 
New York 59, N. Y. 


Magazine Commended 


Mr. PAUL HAASE, 
Managing Editor, 
THE CONTROLLER 


I note on page 216 of the May issue an in- 
novation which I think is very clever in the 
way of showing a picture and brief bio- 
graphical sketch of the various contributors to 
the magazine. 

I think the general content and all-around 
appearance of the magazine certainly deserves 
the commendation of every member, and I un- 
hesitatingly offer you my thought for what 
it may be worth. 


J. B. FENNER 

Assistant Secretary 

The Electric Auto-Lite Co. 

Toledo, Ohio 

(Secretary-Treasurer, Toledo Control). 


Financial Statements Analyzed 
In Two Articles 


Financial statements from the viewpoint 
of the credit man and the financial analyst, 
respectively, are among the feature articles 
in the May, 1945 issue of “The New York 
Certified Public Accountant.” Mr. Joseph 
Rubanow, the author of the first of the two 
papers mentioned, is vice-president of the 
Manufacturers Trust Company, New York, 
and a vice-president of the National Asso- 
ciation of Credit Men. Mr. Benjamin Gra- 
ham, who prepared the second of the two 
papers, is president of the investment com- 
pany of Graham-Newman Corporation, and 
co-author of “Security Analysis,” by Graham 
& Dodd. 


Accounting Papers 


Technical papers of the 19th Annual Michi- 
gan Accounting Conference, which was held 
on November 18, 1944, in Detroit, were 
published in number 16 “Michigan Busi- 
ness Papers” in April, 1945. The series 1s 
available through the Bureau of Business a0 
Research, School of Business Administration, 
University of Michigan, Ann Arbor, Michi- 
gan. 
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(€€H) LABOR LAW REPORTS 


Here in CCH’s practical LABOR LAW REPORTS 
is provided swift, complete, and dependable 
coverage of ‘“‘labor law."’ Its informative weekly 
issues span the whole work-a-day world of stat- 
utes, regulations, rulings, court and administrative 
decisions, returns, forms, reports, instructions con- 
cerning the important federal and state regulation 
of labor relations and wage-hour problems. 


Coverage includes: Wage and Salary Stabi- 
lization Law, War Labor Disputes Act, Overtime 
Pay Order, National Labor Relations Act, Fair 








Labor Standards Act, anti-discrimination laws, 
public contracts laws relating to wages and hours, 
anti-injunction laws, state labor relations acts, 
state wage and hour laws, etc. 


Pertinent amendments, regulations, rulings, in- 
terpretative bulletins, and court decisions are like- 
wise promptly reported. Thus, subscribers always 
have the last word, the newest development, the 
latest twist and turn of events of interest or im- 
portance in the field of ‘‘labor law.” 


Write for Complete Details 


COMMERCE) CLEARING; HORSE, Ing, 
PUBLISHERS @F TOPICAL LAW BEPORTS 
EMPIRE STATE BLOG., NEW YORK !.- 114 N. MICHIGAN AVE., CHICAGO 1 * MUNSEY BLDG., WASHINGTON 4 


LAW REPORTS 
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For Corporation Officials 
Who Are Considering — 
Pension Plans 


BECAUSE of its long-term importance a pension 
program calls for consideration of all available in- 
formation regarding various types of pension plans 
and methods of financing. 

This Bank’s experience, both in administering 
pension trusts and in assisting corporations in the 
development of suitable pension plans, is at your 
disposal. 

Officers of our Pension Trust Division special- 
izing in this work will be pleased to discuss with 
you, in broad outline or in such detail as you may 
wish, the factors that we believe you will desire to 
consider in connection with a pension plan adapted 
to your Company’s requirements. 





Our booklet, Pension Plan Fundamentals, available 
on request, condenses into 17 pages a review of the 
basic factors involved in developing and financing a 
satisfactory pension plan. 











Guaranty Trust Company 
of New York 


Capital Funds, $305,000,000 
140 Broadway 


New York 15 
Fifth Ave. at 44th St. Madison Ave. at 60th St. 
New York 18 New York 21 
London Paris Brussels 








Copyright, Guaranty Trust Company of New York, 1945 








JULY’S CONTROLLERSHIP 
(Continued from page 338) 











ing in realism,’”’ says Mr. E. Stewart 
Freeman: a “Problems Presented 
by Walsh-Haley Act Wage Standards,” 
a report by Chairman Mr. Roy S. Holden 
of Institute’s Committee on Technical Ip. 
formation and Research......, No 
satisfactory method of allocating costs 
as between by-products, and primary 
raw materials, controllers believe 
Se tie “Labor Act Problems Solved 
in Large Measure by Machines,” an ar- 
ticle by N. E. Gothier of Ferro Machine 
and Foundry Company...... “No 
Valid Method Available for Figuring 
Profits on Annual Basis,” an article by 
E... ‘Stewart -Freeman 3 3°23 “Busi- 
ness Forecasting and Budgetary Con- 
trol Pay Big Dividends,” an article by 
Edmond S. LaRose...... “A Con- 
troller Advises Foremen and Executives 
on Production Problems,” and article 
by W. J. Jarrett, Vice President and Con- 
troller of Manning, Maxwell & Moore, 
Inc. of Bridgeport. 

1942: Lower volume and narrower 
profit margins to be the rule in Ameri- 
can retailing, says President John A. 
Donaldson of Controllers Institute of 
America, Vice President of Butler Bros. 


of Ciucene:. <°s). OPA Financial 
Reporting forms troubling many com- 
res Aparently there is no 


fixed answer to the question “What is a 
Fair Profit Basis in a Contract with the 
Government?’; controllers have been 
trying desperately to find out in cases in 
which contracts are to be renegotiated 
rere Companies having disturbing 
experiences with Bureau of Internal 
Revenue on subject of accelerated de- 
preciation bulletin F, revised as of Janu- 
ary, 1942; Bureau willing to accept plan 
of accelerated depreciation but will al- 
low only when taxpayer makes out a 
very convincing case by a mass of evi- 
dence which it is expensive to prepare 
‘at Diag, ae Great demand noted for men 
with controllership training...... 
More than 75,000 business establish- 
ments have been given routine inspec- 
tions in three years under the Fair Labor 
Standards Act; violations, mostly inad- 
vertent, have been found in sixty-five 
per cent. of these cases...... Pit- 
falls to avoid in cost-plus-fixed-fee 
contracts, a paper by Mr. Laurence A. 
Smith, Controller McDonnell Aircraft 
Company, St. Louis. ..... Pros and 
cons of “last-in, first-out inventory, 
an address by Dr. Joseph J. Klein, 
GP.A. of lew Form... .:. “War 
Time Problems and Responsibilities of 
the Controller,” a paper by William J. 
Casey, Chairman of the Board of Audi- 
tors of the Research Institute of Amet- 


IAs. eee “Current Trends and Per- 


(Please turn to page 362) 
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VENDOR'S 
SHIPPING DOCUMEN 


hel ? move troop sup ylies aster 
pip mor p supplies f 





Produce these forms quickly, easily 
with Mimeograph duplication 


If you are a government contractor supplying the 
War Department or Army Air Forces, you can help 
expedite the movement of supplies to troops by 
using the Vendor’s Shipping Document. It does 
three things of major importance to each Vendor 
and to the Armed Forces: simplifies handling, 
helps insure accuracy, streamlines operations. 


Use of the Vendor’s Shipping Document helps 
insure accuracy of stock number and correctness 
of nomenclature from the time supplies move 
under Army control until distribution to troops. 
Because errors in stock numbers or nomenclature 
may produce serious results, the Vendor who uses 
the Vendor’s Shipping Document is contributing 
to the successful prosecution of the war. 


* * * 


We have worked out a procedure for producing 
Vendor’s Shipping Documents, using either or 


A. B. DICK COMPANY, Dept. Q-745, 720 West Jackson Boulevard 
Chicago 6, Illinois 

Send me more information about producing the Vendor’s Shipping 
Document on the Mimeograph duplicator. 


COPYRIGHT, A. 8. DICK COMPANY Qh Teccecss 


both Mimeograph* die-impressed stencils and 
form-topped stencil sheets, that cuts the original 
typing and operating time to a minimum. Stencils 
may easily be filed and rerun. And many short- 
cut variations are possible to meet individual ship- 
ping problems. 


These stencils can be prepared by a regular 
typist, and copies can be produced quickly on any 
standard model Mimeograph duplicator. The 
whole operation is easy, streamlined, nontechnical. 
Copies are black and permanently legible. 


Mimeograph die-impressed stencils and form- 
topped stencil sheets can be secured through your 
inspector or the office administering your contract. 


Get full information about producing the Ven- 
dor’s Shipping Document on the Mimeograph du- 
plicator by mailing coupon below. 

A. B. Dick Company, Chicago. 


Mimeograph duplicator 


*MIMEOGRAPH is the trade-merk of A. B. Dick Company, Chicago, registered in the U. S. Pat. Off. 
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Just Published! 





How to SPEED UP 
SETTLEMENT of 

Your TERMINATED 
WAR CONTRACT 


By 
J. K. LASSER 


C.P.A. in New York, New 
Jersey, and California; 
Chairman, Institute of Fed- 
eral Taxation, New York 
University 


| 175 pages 
814 x 11, $3.50 | 


This book shows, step by step, what to do, how 
to do it, when to do it—how to handle your 
plant operations, inventories, and settlements 
before and after you receive a termination no- 
tice. A boon to every concern, small or large, 
doing business under a War or Navy Depart- 
ment contract or a subcontract. Written in the 
same crisp, point-by-point manner as _ the 
author’s famous tax guides, it actually blue- 
prints a short cut through the seeming maze of 
procedures, requirements, forms, etc., you face 
in termination of your war contract. Start using 
it at once, to get the most advantageous settle- 
ment and to save endless time, trouble and ex- 
pense. 


© Complete: Covers everything; inventories, 
costs, how to handle contractors, how to make 
up claims, how to get financing during settle- 
ment, how to negotiate a settlement, how to ap- 
peal, etc. Includes a full guide for subcontrac- 
‘tors. 


® Clear: Covers subject in many detailed sec- 
tions, fully explaining each step. Gives all 
necessary forms. Many check lists, section head- 
ings, key questions, to help you find answers 
quickly, and make sure nothing is overlooked. 


@ Authoritative: The author had all the aid he 
sought from government officials supervising 
contract termination; his book gives you in- 
formed, dependable instructions. 


@ Timely: Tells what you can do NOW, to be 
prepared for quickest, smoothest settlement 
when termination is in full swing and govern- 
ment agencies are crowded with work. 


SEE IT 10 DAYS FREE 
Send this McGRAW-HILL Coupon 


330 W. 42nd St., New York 18, N. Y. 


Send me Lasser’s How to Speed Up Settlement of I 
Your Terminated War Contract for 10 days’ ex- | 


| amination on approval. In 10 days I will send 
$3.50, plus few cents postage, or return book 

| postpaid. (Postage paid on cash orders; same 

| examination and return privilege.) 
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DON. 2b kicedt ss bb n.c ens dhe ie tee a 0 een 
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Reviews of Recent Publications 








A Practical Accounting Book 


ACCOUNTING FOR THE BUSINESS EX- 
ECUTIVE (GENERAL ACCOUNTING). 
By H. A. Finney. Published by Prentice-Hall, 
Inc. New York City. 604 pages. $5.35. 

This is a practical and concise book on ac- 
counting. As its title indicates, the book is 
written especially for the business executive 
who wants to study up on a particular phase of 
accounting or just wants to check something. 
Mr. Finney, a practicing accountant, has written 
a fine book. He doesn’t waste words; his lan- 
guage is simple, clear, and nontechnical—all 
of which make it easy to understand. 

The busy executive is not bothered with the 
detailed aspects of accounting which are usually 
of interest only to the professional accountant. 
It gives the business man just what he needs in 
the successful management of his business. 

Every executive should have a good working 
knowledge of accounting so that he can under- 
stand and interpret the figures in the periodic 
statements which come to his desk, in order 
that he may formulate policies and guide the 
business accordingly. 

Throughout this book the practical approach 
is much in evidence. For example, the book 
logically starts out with the nature and content 
of the balance sheet and briefly describes the 
main classifications. Thus the business man 
knows and sees the balance sheet from the first 
page. This is done through the use of a series 
of illustrations. 

Chapters on operating and surplus statements 
follow in the same language and with illustra- 
tions. Subsequent chapters cover the various 
aspects of accounts, journals, control accounts, 
voucher system and closing the books. Since the 
problem of corporate net worth is split into 
five chapters—only forty pages—the business 
executive can find what he is looking for with- 
out wasting precious time. 

The next group of chapters deals with asset, 
reserve and liability accounts as they appear 
on the balance sheet. 

The last dozen chapters are devoted to such 
topics as comparative statements, ratios, branch 
accounting, consolidations, cost accounting, and 
individual proprietorships and _ partnerships. 
Many of these are often treated only in ad- 
vanced or separate accounting texts. 

A forty page report on examination of ac- 
counts concludes the book as the final chapter. 

Wherever feasible, after the nature of the 
transaction or principle is explained, there fol- 
low appropriate illustrations taken from cur- 
rent practice and procedure. 

All told the book contains fifty-two chapters. 
Because they are concisely and succinctly pre- 
sented, the chapters average about ten pages 
each. Despite this brevity, they are sufficiently 
expressed. This makes it easy to examine a 
chapter within the reader’s limited time. It is a 
very helpful book not only for the business 
executive but also as refreshing review for those 
with previous accounting training. 

Between the fifty-two chapter headings and 
the amply detailed index, the reader can easily 
run down his specific topic or problem. 

All the foregoing, plus the fact that the next 
will be the seventh printing of the book, make 
it an excellent book for the business executive 
to have on his bookshelf. 

—Reviewed by PETER Guy EvaANs. 


British Monopoly Study 


RETAIL TRADE ASSOCIATION. By Her- 
mann Levy. Published by Oxford University 
Press, New York. $4.00. 


This work by Mr. Levy is one of a series of 


volumes in the International Library of Soci. 
ology and Social Reconstruction. It is pub. 
lished under the auspices of Oxford University 
Press. The present work is sub-titled “A Report 
to the Fabian Society” and is an analysis of 
this “‘new form of monopolist organisation in 
Britain.” The problems of the small business 
man are not limited to the United States, a 
reading of this work makes clear, for the av. 
thor indicates serious concern with the unre. 
stricted development of retail trade associations 


which he declares have gradually changed from. 


simple groupings of business men, whose pur- 
pose was the promotion of a favorable atmos- 
phere, to bodies which aim at the elimination 
of competition. 

Reviewed by Paut HaAasE 





WAGE STABILIZATION 
(Continued from page 332) 











minimum, against your 25 per cent. 
quota, you should be charged with only 
one. 

Mr. Kheel: Well, the problem we 
have is working out rules that can ap- 
ply to all of industry, be fairly easy of 
application, and still do justice in the 
rough. We have not been able to figure 
out some way of dealing with your 
specific problem other than this broad, 
general solution which I mentioned be- 
fore, which is to give employers in 
essential industries, essential employers, 
this far more liberal rule with respect to 
hirings. 

Mr. Maggiolo: Under that new regu- 
lation, is that limited to highly essential 
occupations or would it include, for 
example, accountants, clerical groups 
and so on? 

Mr. Kheel: I don’t think it is limited 
to occupations. It is limited to employ- 
ers who .are in essential enterprises; 
that is, if the work you are doing is 
essential within the War Manpower 
Commission’s definition of what is es- 
sential, they will certify your case to us 
and you will get the more liberal pro- 
visions of that order, for all occupations. 

Mr. Gretz: “At the present time, it is 
necessary for employers who voluntarily 
desire to adjust their rate ranges to the 
going ranges, to file a Form 10 applica- 
tion, which requires considerable cleri- 
cal time on their part and, in turn, con- 
siderable time on the part of the War 
Labor Board staff to process. Inasmuch 
as these applications are usually almost 


‘automatically approved, why not per- 


mit employers who have previously ap- 
proved job and salary classification 
schedules to adjust their rates to the 
going rate ranges established by the 
Board for any specific classification 
automatically, without the necessity of 
submitting an application for ap- 
proval ?” 
(Please turn to page 356) 
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Complete, simplified 
system of payroll and 
cost accounting 
now available to business 








Effecting new economies in the three phases of labor accounting. 


(1) Payroll preparation. 


(2) Producing all the necessary payroll records . . . employee’s 
check or envelope, earnings statement, earnings record, 


and the payroll journal. 


(3) Distribution of labor costs. 


Any business, large or small, whatever its nature, 
will profit from National’s simplified, yet complete 
system of payroll and cost accounting. 

It will enable you to get your payroll out faster. 
It will provide complete and accurate information 
on the distribution of material and labor costs. It 
will save you money. It will free needed clerical 
help for other important jobs. You'll find it com- 
pletely flexible, quickly adaptable. 

National’s staff of accounting specialists devel- 
oped this new system after months of study of 
existing methods—their strengths and weaknesses. 
Many firms have already adopted it. 

Here, for example, is what the National Indus- 
trial Payroll and Cost Accounting System is doing 
for one manufacturer:* 


* Name on request 


1 Eliminates the rating of 30,000 job tickets 
each week. 


2 Eliminates the extension (Hours X Rate) of 
the 30,000 job tickets each week. 


3 Eliminates checking the Rating and Extension 
of the 30,000 job tickets each week. 


This is only a part of what the National Industrial 
System has accomplished for this firm. 

The application of this procedure to your Com- 
pany’srequirements may result in attractivesavings. 

Full information on this system is available to 
your firm without obligation. Simply call your local 
National representative or write the National Cash 
Register Company, Dayton 9, Ohio. 


Salional 


CASH REGISTERS ADDING MACHINES 
ACCOUNTING - BOOKKEEPING MACHINES 


THE NATIONAL CASH REGISTER CO. 
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Personal Notes About Controllers 








Mr. W. J. Hogan, Controller of the H. J. 
Heinz Company, Pittsburgh, has been elected 
a member of the company’s Board of Direc- 
tors, it was announced recently by Mr. H. J. 
Heinz II, President. Mr. Hogan, who came to 
the Heinz Company several years ago from 
Akron, Ohio, where for fifteen years he was 
on the controller's staff of the Firestone Tire 
and Rubber Company, has been a member of 
the Controllers Institute of America since De- 
cember 17, 1943. 


Mr. E. E. Ullrey, a charter member of the 
Portland Control of The Institute, and Secre- 
tary of the Control during the past year was 
recently promoted to Assistant Secretary of 
Willamette Iron & Steel Corporation of Port- 
land. He was elected President of the Portland 
Control at the May, 1945 meeting. 


Mr. D. Anderson Murphy, a member of The 
Institute, was elected President of Riggs Distler 
& Company, Inc., Baltimore, Maryland. He 
holds membership certificate Number 2,404 
and was formerly secretary-treasurer of the 
company. 


Mr. Harold DeBaun previously connected 
with Marmon-Herrington Company, Inc., of 
Indianapolis as Treasurer, is now associated 
with the General Finance Corporation, Chi- 
cago, as Controller. Mr. DeBaun has been a 
member of the Controllers Institute since Octo- 
ber 30, 1942, being holder of membership 
certificate 2333. 


Mr. Wilfred H. Sigerson, Pittsburgh Control, 
is acting as consultant to the Office of Surplus 
Property, Reconstruction Finance Corporation, 
in Washington. The work involves the setting 
up of a uniform, coordinated accounting system, 
as the basis of accounting for and reporting on 
the handling and disposal of surplus properties 
which become the responsibility of the R. F. C. 


A former member of the Controllers Insti- 
tute of America, Ernest L. Osborne, is now a 
Lieutenant Colonel in the Army. He has sent 
greetings from the Southwest Pacific. He has 
his postwar plans formulated, at least to the 
extent of announcing his intention of prac- 
ticing as an industrial engineer and economist, 
when the war is over. He expresses the thought 
that The Institute “will play a big part in the 
postwar world.” For the information of his 
friends who may wish to communicate with 
him, his address is: Lt. Col. Ernest L. Osborne, 
0337011, APO 21055, c/o Postmaster, San 
Francisco, California. 


Mr. G. E. Chessman, a member of The In- 
stitute, was elected comptroller of Elgin, Joliet 
and Eastern Railway Company, Chicago, at a 
meeting of the Board of Directors on June 
13, 1945. The office of general auditor of the 
company, previously held by Mr. Chessman, 
was abolished at the time. 


Colonel Karl Clement, a member of the 
Controllers Institute of America, is now a staff 
and faculty member of a school at Fort Leaven- 
worth, Kansas, where he is teaching logistics, 
including such subjects as supply, movement, 
and the like. Colonel Clement served in Eng- 
land for a considerable period but became ill 
and was returned to this country for hospital- 
ization. He was discharged from the hospital 
in February of this year and was sent to attend 
the Command and General Staff School at 
Fort Leavenworth, where he took an intensive 





ten weeks course. He writes that he lost twelve 
pounds during that period, but graduated and 
reported to Fort Worth, Texas, enroute to 
France to join the Post Hostilities Air Force, 
when a War Department order revoked that 
assignment and returned him to Fort Leaven- 
worth as an instructor. Colonel Clement was 
controller of Vick Chemical Company when he 
was taken into the Army. 


Mr. George C. Houck has recently been 
promoted to the position of assistant treas- 
urer of the Harris-Seybold-Potter Company, 
Cleveland, Ohio. He was formerly control- 
ler of the Seybold Division of the company 
in Dayton. He is active in the affairs of The 
Institute, having been elected to membership 
in March 1944, and is now associated with 
the Cleveland Control. 


Twenty-five years of service with the 
Standard Accident Insurance Co., was com- 
pleted on June 7, by Mr. Ralph E. Burks, 
who is now serving as comptroller of the 
company. Mr. Burks, holder of membership 
certificate number 792 in The Controllers 
Institute of America, joined the company in 
1920 as chief clerk of the liability claim de- 
partment. In 1927 he was made assistant 
comptroller, and in 1930 was named comp- 
troller. In addition to his membership in 
The Institute, Mr. Burks is a member of 
the Michigan Actuarial Society, and the As- 
sociation of Casualty & Surety Accountants 
& Statisticians. 


Mr. T. J. Manning, former controller of 
the Cincinnati plant of Wright Aeronautical 
Corp., has been appointed general control- 
ler of Graham-Paige Motors Corp., and its 
Ohio subsidiary, Warren City Manufactur- 
ing Co., it was announced recently by Mr. 
Joseph W. Frazer, chairman of the auto con- 
cern. Before joining the Wright Corp., in 
1940, Mr. Manning was treasurer and direc- 
tor of the New Mexico Lumber & Timber 
Co., and affiliated corporations. 


Major J. Calvin Shumberger, past president 
of The Controllers Institute of America, has 
been named a trustee in the estate of the late 
General Harry Clay Trexler. The appoint- 
ment was made pursuant to recommenda- 
tions in the will and upon petition of the 
City of Allentown, Pennsylvania, one of 
the beneficiaries of the estate. Major Shum- 
berger has been identified with the news- 
papers of Allentown since 1912, and in 1935 
became vice president and comptroller of 
the Call-Chronicle Newspapers. He is also 
president of the Lehigh Valley Broadcasting 
Co. 


Mr. Edward T. McCormick has been ap- 
pointed an assistant director in the Corpora- 
tion Finance Division of the Securities and 
Exchange Commission. 


Col. Russell M. Riggins has been named 
comptroller of Parke Davis & Company, 
Detroit, Michigan, his responsibilities in- 
cluding the controllership function for the 
foreign as well as the American branches. 
Col. Riggins a member of The Controllers 
Institute since April, 1932, and holder of mem- 
bership certificate number 107, was released 
from active duty by the War Department early 
this year, and subsequently awarded the Le- 
jeune Merit Medal for service as Chief of 
the Control Branch, Field Service Division, 
Ordnance Department. 








Mr. R. J. Lindquist, who had been serving 
as vice-president and comptroller of Curtiss- 
Wright Corp., was recently named treasurer 
according to an announcement by Mr, Guy 
W. Vaughan, president of the corporation 
Mr. Lindquist a member of The Control. 
lers Institute since December, 1943, joined 
Curtiss-Wright Corp. in August, 1943 a5 
vice-president in charge of finance, after hay- 
ing served as vice-president and director of 
Reynolds Metals Co., since 1941. 


Mr. J. Halloway Tarry, formerly secretary 
and a director of Empire State, Inc., owners 
and operators of the Empire State Building 
in New York, has been named vice-president 
in charge of administration and finance as 
well as treasurer of the company. Mr. Tarry 
is holder of membership certificate number 
52 in the Controllers Institute of America 
by virtue of election to membership in 
March, 1932. Another member of The In- 
stitute, Mr. Douglas H. Swanson, who holds 
membership certificate number 3195, has been 
named secretary and assistant treasurer of 
Empire State, Inc. in addition to the post of 
controller which he previously held. 


Mr. Peter Guy Evans, a member of the 
Controllers Institute of America, is now as- 
sociated with Janis, Bruell and Evans, cer- 
tified public accountants and tax consultants, 
in New York. Mr. Evans was formerly con- 
troller of National Starch Products, New 
York. 


Mr. J. Arthur Wood, who had been serv- 
ing as secretary, was recently advanced to the 
position of assistant general manager of 
Utah-Idaho Sugar Company. He has been 
succeeded as secretary of the company by 
Mr. T. William Cockayne. Mr. Wood is a 
member of The Controllers Institute of 
America, being holder of membership cer- 
tificate number 625, by virtue of election 
in February, 1936. Active in a number of 
other national organizations, he is also a 
member of the Utah Association of Certified 
Accountants, a member of the National Of- 
fice Managers’ Association and a member 
of the National Association of Manufactur- 
ers. He is likewise secretary-treasurer and 
director of Gunnison Sugar, Inc., and secre- 
tary and treasurer of Curly-top Resistance 
Seed Breeding Committee, an organization 
comprising representatives of the major 
western beet sugar companies. 


Mr. Louis Klein, a member of The Con- 
trollers Institute of America, has been ap- 
pointed secretary of American Safety Razor 
Corporation, Brooklyn. Previously serving 
as controller and assistant treasurer, Mr. 
Klein will continue to handle the controller- 
ship activity. 


Mr. V. L. Thomas has been named con- 
troller of Moore Business Forms, Inc., Pa- 
cific Manifolding Book Division. Mr. Thomas 
is a member of The Controllers Institute 
of America, having been elected in Febru- 
ary, 1944, 


Mr. George M. Arisman, a member of The 
Controllers Institute of America, and Direct- 
ing Principal of George M. Arisman & Asso- 
ciates, Management Consultants of Hartis- 
burg, Pennsylvania, was recently granted a 
Certificate of Registration to practice as 4 
professional industrial engineer, by _ the 
Commonwealth of Pennsylvania. Mr. Atis- 
man is a past president of the Philadelphia 
Control of The Institute. 
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Rovcuty speaking, about 9 minutes 
of every wartime business hour go to 
waste because of inefficient business 
forms. Whose fault is it? 

Sometimes the trees get in the way 
of the forest. 

Sometimes executives are so close to 
the problem that what is plain to an 
outsider is hidden from them. Are the 
forms too complicated? Do they trans- 
mit only essential facts? Is the se- 
quence of entries logical? Does the 
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typist enter recurring information 
which instead should be printed? 

These are questions the Moore Busi- 
ness Form specialist is trained to 
answer. He brings experience and 
a fresh outlook to your business form 
system. He marshals information; 
recommends changes; combines forms 
and doubles them up, so that one does 
the work of three or four. Then Moore 
designs the forms and prints in quan- 
tities of hundreds or millions. 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 


SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


in Canada—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 


National Sales Check Book Co., Ltd., Montreal 








The nine companies listed below 
have long been under Moore owner- 
ship. Now they are united under the 
Moore name — the largest company of 
its kind in the world. Service is nation- 
wide, and available to the corner store 
or the corporation with many branches. 

To speed your war output, to put all 
hands to work efficiently, perhaps to 
save thousands of dollars yearly, get 
in touch with the nearest Moore di- 
vision, as listed below, or its local office. 


MOORE BUSINESS FORMS, inc. 


ADV. BY N.W. AYER 









WAGE STABILIZATION 
(Continued from page 352) 











Mr. Kheel: That suggestion has a lot 
of merit and we have thought about it 
from time to time. The problem is one 
of comparing jobs. We have rates for 
specific jobs which we describe. What 
you may call a particular type of em- 
ployee may bear no relationship to the 
title we use. It is just amazing, the varia- 
tions that exist in American industry 
as between jobs bearing the same title. 
If they were all similar jobs, we could 
adopt this very easy rule, and say, 
“Come up to our going rates, don’t file 
for approval,” but unfortunately, it 
isn’t all as simple as that, and while we 
would like to do what you propose, I 
don’t think, as a practical matter, we 
can. 

Mr. Gretz: ‘General Order 30 per- 
mits employers to make adjustment vol- 
untarily of rates up to 50 cents an hour 
without Board approval. Since the new 
substandard minimum is now 55 instead 
of 50 cents an hour, will it now be per- 
missible for employers to make adjust- 
ments up to 55 cents an hour without 
Board approval ?” 

Mr. Kheel: I do believe that in the 
near future, we will say that you can go 
automatically up to 55 cents, although 
our rule at the present time requires 
you to file for approval between 50 and 
55 cents. 

Member: Will the War Labor Board 
approve a request to lower a rate for 
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the minimum of a rate range when, due 
to the lack of suitable personnel, it be- 
comes necessary to use personnel of 
lesser qualifications, with the consequent 
increase in the training period and su- 
pervision required ? 

Mr. Kheel: That isn’t a reduction in 
a rate for a job. A reduction in a rate 
for a job is when you seek to pay less 
for the same work, requiring the same 
skill. Now, if you rewrite your job re- 
quirements and less skill is required, 
then you have a new job, and you can 
set a rate under General Order 6 for 
that job without our approval, that fits 
in with the rest of your wage structure. 
The limitations apply on wage decreases, 
when you seek to pay less money for 
the same work, identically the same 
work. 

Member: The work would be iden- 
tically the same, ing that it would 
require, as I say, less skill. 

Mr. Kheel: It wouldn’t be identi- 
cally the same if it required less skill. 

Member: There would be less ef- 
ficiency and there would be less pro- 
duction, perhaps, but the work is the 
same. 

Mr. Kheel: To that extent, it would 
be a different job, wouldn’t it? I mean, 
if you require an employee to have a 
certain skill to do a job, and then you 
rewrite your requirements and say that 
ani employee of “X” skill, which is 50 
per cent. less, can do the job, that is a 
different job to that extent, and a new 
rate can be set for it without our ap- 
proval. Wouldn’t you agree, Mr. Nor- 
ton? 
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Mr. Norton: Yes. 

Member: Could a training rate be set 
for that job? 

Mr. Kheel: That would be one way 
of doing it. 

Member: On that question of hiring 
under the 25 per cent. formula, a pre- 
vious speaker brought up the question 
of hiring an employee and then, after 
the employee left, replacing that em. 
ployee with another one at a higher 
rate than the minimum... . . 

Mr. Kheel: I thought we wore the 
speaker down on that one. 

Member: Wasn’t there a question 
established before by the War Labor 
Board on that meritorious increase, 
where you set forth a formula and 
where you had a number of employees 
that were increased, and if these em. 
ployees left, you automatically replaced 
them? They set a S gee Isn't this 
same precedent and the same reasoning 
applicable to this 25 per cent. formula? 

Mr. Kheel: That is precisely what 
Mr. Maggiolo pointed out, at the Com- 
merce and Industry meeting, and, as I 
say, there is a lot of merit to that posi- 
tion. That isn’t the rule. Unfortunately, 
we have not been able to devise a rule 
that would take care of that situation, 
and my answer before was that that 
War sens gel thing was the answer 
to it, so far as the war effort is con- 
cerned, but that certainly is of no help 
to employers who are not in an essential 
capacity. 


Wartime Balance Sheets 


Discussing the current developments in 
financial statement preparation with particular 
reference to the balance-sheet, S. Paul Garner 
pointed out, in a recent issue of the University 
of Alabama Business News, that war conditions 
introduced factors which make the balance- 
sheet figures even more “tentative” and “pro- 
visional” in character than in peacetime. The 
implications of this “provisional” characteristic 
have not been sufficiently grasped by many per- 
sons who use the statement, he said, in spite 
of the serious effort of accountants to stress 
and publicize the idea~ during the past dec- 
ade. “Both the form and the content of the 
typical balance-sheet are subject to a great 
deal of discretionary decision on the part of 
the person preparing the statement,” he con- 
tinued. ‘Financial statements are not, there- 
fore, statements of literal facts which every 
individual. would agree upon as being the 
one and only figure. War contingencies merely 
accentuate this element of applied judgment, 
and make the preparation of the statement a 
task for the ablest and most well-informed ac- 
countants.” 


Conarroe Heads NOMA 


E. H. Conarroe of the Metropolitan Life 
Insurance Company, New York, was elected 
President of the National Office Management 
Association at a meeting held in the Fort Pitt 
Hotel on May 28. At the same time it was an- 
nounced that Mr. Conarroe had been awarded 
the Leffingwell Medal by the Association, and 
that the Association’s Fellowship had been 
received by Ralph O. Yearick, Vice President 
and Secretary of Westinghouse Airbrake Com- 


pany. 
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Better Labor Relations 


...a@ by-product or PO 


Remington Rand Punched-Card Accounting gives Weyerhaeuser 
Timber Co., Everett, Wash., better and faster control of 
costs and payrolls, and improves labor relations. 


@ Clear, factual information, such as 
Remington Rand Punched-Card Ac- 
counting provides, enables labor and 
management to meet on a common 
basis of understanding... to their 
mutual advantage...as the following 
Weyerhaeuser experience shows: 
“The Everett mill, Pulp Division, is 
one of five offices of this group using 
Remington Rand Punched-Card Ac- 
counting and Tabulating Machines. 


“The operating labor of 250 
workers on 3 shifts is distributed over 
200 classifications and rates. A detail 
job summary permits close control of 
labor distribution and costs. 


e KWIK-FAX e 


Only REMINGTON RAND 
TABULATING MACHINES 
may be PURCHASED 
as well as leased. 


BUY BONDS—Buy Victory and Peace 


The tabulated payroll check stubs 
show the employee his earnings for 
each day, with all deductions identi- 
fied. This clearness pleases the em- 
ployee and prevents misunderstand- 
ings. Labor negotiations are on a 
sounder basis with detailed, accurate 
reports so readily available. The 


Withholding Tax offers no difficulty. 


“The use of Remington Rand 
Punched-Card Accounting has result- 
ed in more prompt, complete and 
accurate reports to headquarters and 
to the men charged with the re- 
sponsibility of raising production at 
constantly lower cost. Ability to sup- 





ply these data earlier than by the 
manual method has contributed ma- 
terially to our improved control. 


“The Remington Rand Tabulating 
Equipment for all five offices was 
purchased outright.” 

The full, detailed story of how 
Weyerhaeuser Timber Co. uses “PCA” 
is contained in Certified Report No. 
4404 ... copies of which are ayvail- 
able free to interested executives by 
writing to our nearest Branch Office, 
or direct to Remington Rand Inc., 
Tabulating Machines Division, Room 
1726, 315 Fourth Avenue, New York 
10, New York. 





PUNCHED-CARD ACCOUNTING 


*The HOLE 


... the Symbol © 


Write for: “The HOLE-STORY of Punched-Card Accounting”— 
the book that tells a vital story to business. It’s FREE! 











\ MARK of a System 
fy of Accuracy 
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MEETINGS OF CONTROLS 








TOLEDO 


Topic:- WILL MANAGEMENT BE UNION- 
IZED 


Top executives and supervisory personnel 
from business organizations throughout the 
area joined with the members of the Toledo 
Control in a meeting June 15 in the Hotel 
Secor, to hear Mr. Victor L. Short, Founder 
and President Institute of Human Science, 
of Chicago, in a discussion of the subject 
“Will Management be Unionized.” 


TWIN CITIES 
ANNUAL MEETING 
The annual meeting and election of of- 
ficers of the Twin Cities Control of the Con- 
trollers Institute of America was held Mon- 














Property Facts 
Are Basic 


The starting point 
for sound solution of 
problems of Income 
Taxation, Reconver- 
sion, Accounting, 
Insurance and Finance 
is an accurate knowl- 
edge and record of 


Property Facts. 
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The AMERICAN 
APPRAISAL 
Company 


VALUATIONS * PROPERTY RECORDS 
DEPRECIATION STUDIES 









































day, June 4, at the Midland ‘Hills Country 
Club, in conjunction with the per? annual 

egan at 1:30 
P.M. and the business session followed din- 


golf tournament.. The latter 


ner, 


A joint meeting of the Twin Cities Con- 
trol and the Foreign Trade Club, in obser- 
vance of National Foreign Trade Week, was 


held Thursday evening, May 24, in the Gold 
Room of the Radisson Hotel. Joseph C. 


Rovensky, vice-president in charge of the 


Foreign Department of the Chase National 
Bank, New York, vice-president and director 
of the National Foreign Trade Council, and 
President of the Council for Inter-American 
Cooperation, spoke on ‘The Future Outlook 
for Our Export Trade.” 


SYRACUSE 
ANNUAL MEETING 


Election of officers for the coming year 
was the main feature of the June 19 meeting 
of the Syracuse Control at the Onondaga 
Golf & Country Club, Fayetteville, New 
York. Preceding dinner, a number of mem- 
bers enjoyed golf at the club. 


SPRINGFIELD 
ROUND TABLE PROGRAM 


A round table discussion on a variety of 
subjects of interest to members of the Spring- 
field Control featured its meeting on May 
15, at the Sheraton Hotel. At the same time 
a report was received from the nominating 
committee regarding officers and directors 
for the forthcoming year. 


SEATTLE 
OPEN FORUM 


An open forum for presentation and dis- 
cussion of controllers’ problems was featured 
at the regular monthly dinner meeting of the 
Seattle Control of the Controllers Institute 
of America held Thursday evening, May 24, 
in the Arcade Room of the Washington 
Athletic Club. 

Paul Haase, assistant secretary of the Con- 
trollers Institute, was present at the meeting 
and spoke on current and proposed Insti- 
tute activities. 


SAN FRANCISCO 
ANNUAL MEETING 


The annual meeting and election of officers 
of the San Francisco Control of the Con- 
trollers Institute of America was held Thurs- 
day evening, June 21, in the Green Room of 
the St. Francis Hotel. A program of enter- 
tainment was a highlight of the occasion. 

“Management’s Most Difficult Problems 
are just Ahead,” was the title of the talk 
presented at the May 18 meeting of the San 
Francisco Control in the Engineers Club, by 
Professor Paul E. Holden, of the Stamford 
Graduate School of Business. 

A second feature of the meeting was the 
appearance of Mr. Paul Haase, assistant 
secretary of The Institute who outlined ac- 
tivities of the organization including its com- 
mittee work, publications and special assign- 
ments. 


ROCHESTER 
ANNUAL MEETING 


Reports of committees and election of of- 
ficers for the coming year were the highlights 
of the meeting of the Rochester Control on 
June 27. An added feature was the showing 
of movies of “Southern Gardens’ produced 
and exhibited through the courtesy of Mr. 
Joseph J. Myler, a member of the Control. 





QUAD-CITIES 
Topic: PLANT VALUE 
C. P. Van Dyke, controller of the Iowa. 
Illinois Gas and Electric Company, Rock 
Island, Ill., led a discussion on ‘Determina. 
tion of Plant Value for Use in Connection 
with Federal Price Controls,” at the regular 
monthly dinner meeting of the Quad-Cities 
Control of The Controllers Institute of 
America, Thursday evening, June 7, in the 
Blackhawk Hotel, Davenport, Iowa. 


PORTLAND 
ANNUAL MEETING 
Mr. Paul Haase, assistant secretary of the 
Controllers Institute was the featured speaker 
at the annual meeting of the Portland Con- 
trol on May 22, discussing recent and cur- 
rent activities of The Institute. In addition 
to election of officers and directors for the 
forthcoming year, the members voted to hold 
a special social gathering in June, to which 
lady guests of members were to be invited. 


PITTSBURGH 
ANNUAL MEETING 
The final dinner meeting of the year for 
the Portland Control was held on June 19 
at the Edgewood Country Club and featured 
golf in the afternoon, followed by dinner. 
It was reported, at the meeting, that the 
membership of the Control has passed the 
100 mark. A slate of officers for the forth- 
coming year was also presented during the 
course of the evening by the nominating 
committee under the chairmanship of Mr. 
William L. Naylor. 


PHILADELPHIA 
ANNUAL OUTING 


The annual outing and dinner of the 
Philadelphia Control was held on Flag Day, 
June 14, at the Manufacturers Golf and 
Country Club, in Oreland, Pennsylvania. A 
varied program of sports was available dur- 
ing the afternoon being followed by a social 
period and dinner together with entertain- 
ment. 


LOUISVILLE 
Topic: POSTWAR RADIO 
W. Lee Coulson, director of Station 
WHAS, discussed “Postwar Radio,” at the 
regular monthly dinner meeting of the 
Louisville Control of the Controllers In- 
stitute of America, held Tuesday evening, 
May 29, in the Pendennis Club. 


LOS ANGELES 
ANNUAL MEETING 
Mr. Henry P. Nelson, deputy chairman of 
the War Production Board, Washington, 
D. C., was the featured speaker at the June 
21 meeting of the Los Angeles Control, at 
which time election of officers for the forth- 
coming year took place. Mr. Nelson 1s 
director of the Aircraft Division of the War 
Production Board and was also recently 
placed in charge of the reconversion pf0- 
gram of the automobile industry. Before 
joining the War Production Board, he was 
associated with International Harvester 
Company in the capacity of assistant to the 
president. 
Mr. Rollin McNitt, Dean of the South- 
western Law School, and Professor of In- 
ternational Law, gave an enlightening pres- 
entation on the United Nations Conference 
in San Francisco, on the occasion of the 
May 17 meeting of the Los Angeles Control 
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THE EQUITABLE 
can FOndE cane INSURANCE COMPANY 


ede in the field 


Thirty-four years ago the Equitable wrote the first 
Group insurance policy, to protect employees’ families 
against the death of the wage-earner. It has since 
pioneered in all other forms of Group protection. 


CLIC in quality of service 


Equitable service is nation-wide. Supervisory staffs in 
every key city are available for assistance in establish- 


ing plans and keeping them at maximum efficiency. 


e@ 
Wede in low net eost 


The gross cost of Equitable Group insurance is subject 
to reduction by annual dividends, payable for favorable 
experience. Equitable economies in administration, 
combined with an “‘experience-rating” system of deter- 
mining dividends, produce the lowest possible net cost. 


Cede in simplicity of operation 


Streamlined methods hold clerical operations to a 
minimum. Modernized record-keeping is easy to un- 
derstand and control. Benefit payments are made 
speedily and almost automatically. 


GROUP DEPARTMENT 








THE EQUITABLE 


offers to companies having 
fifty or more employees: 


Group LIFE INSURANCE 


Group ACCIDENT 
AND HEALTH INSURANCE 


Group ACCIDENTAL DEATH 
AND DISMEMBERMENT 
INSURANCE 


Group HospitraL EXPENSE 
INSURANCE AND GROUP 
SuRGICAL BENEFITS 
for employees and their 
dependents 


Group MEDICAL 
REIMBURSEMENT INSURANCE 


Group ANNUITIES 


These coverages, available 
without medical examination, 
remove four major fears of 
employees— premature death, 
accident, sickness, and depend- 
ency in old age—and make 
the employees better and more 
efficient workers. 


StaFF INsuRANCE— 
life insurance on salary- 
deduction plan for twelve 
or more employees 





THE EQUITABLE LIFE ASSURANCE SOCIETY 


Tuomas I. ParKINnsoNn, President 


OF THE UNITED STATES 
393 Seventh Avenue, New York 1, N. Y. 


Listen to The Equitable’s ‘‘This Is Your F.B.I.” every Friday over The Blue Network, 
8:30 P.M., E.W.T.; 7:30 P.M., C.W.T.; 6:30 P.M., MW.T.; 8° P.M., P.W.T. 
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in the Hotel Clark. Mr. McNitt was a mem- 
ber of the Hudson-Corbett Committee which 
drafted the preliminary proposals upon 
which the Dumbarton Oaks proposals are 
based. 

The second speaker at the meeting was 
Mr. Paul Haase, assistant secretary of The 
Institute, and managing editor of “The Con- 
troller” who spoke for forty-five minutes on 
the work of The Institute, and gave a resume 
of controllers problems in connection with 
wartime activities and of controllership’s 
importance both now and in the period 
ahead. 


KANSAS CITY 
Topic: RETURNING VETERANS 


Two speakers discussed “The Returning 
Veteran,” at the June 11 meeting of the 
Kansas City Control in the University Club. 
Mr. Lon Irwin, Veterans Representative of 
the War Manpower Commission, Kansas 
City, spoke particularly on “The Employ- 
ment Problems of Returning Veterans and 
Job Breakdowns of Employment of Handi- 
capped Veterans.” Mr. O. Myking Mehus, 
Chief Vocational Rehabilitation and Educa- 
tional Director, Veterans Administration, 
Kansas City, explained ‘The Educational 
Program for Returning Veterans.” The 
meeting also featured the report of the 
nominating committee and the election of 
officers and directors for the new fiscal year. 


INDIANAPOLIS 
ANNUAL MEETING 


The Highland Country Club was the scene 
of the Annual Meeting of the Indianapolis 
Control on June 14. Golf featured the after- 
noon program, being followed by dinner at 
which the report of the nominating com- 
mittee of the Control was presented. 

Dr. M. O. Ross, President of Butler Uni- 
versity spoke on “A New Economic Era” at 
the regular dinner meeting of the Indianap- 
olis Control of the Controllers Institute of 
America held Wednesday evening, May 23, 
in the Lincoln Hotel, beginning at 6 P.M. 


HARTFORD 
ANNUAL MEETING 


The annual meeting and election of officers 
and directors of the Hartford Control was 
held on June 8, at the Wanpanoag Country 
Club in West Hartford. Golf matches fea- 
tured the afternoon portion of the program 
which was followed by a social hour and 
dinner. The business meeting, following din- 
ner, was in turn succeeded by a program of 
special entertainment. 

At the May 10 meeting of the Control, the 
speaker was Mr. Charles L. Campbell, presi- 
dent of the Connecticut Light & Power Co., 
who discussed “Some Things of General In- 
terest to Industry.” This meeting was 
planned specifically as “President's Night,” 
and a large number of the members of the 
Control were accompanied by the chief execu- 
tives of their respective companies. 


DISTRICT OF COLUMBIA 
Topic: VETERANS’ PROBLEMS 


The problems of returned veterans were 
discussed by Capt. O.L. Freeman, U.S.M.C.R., 
at the May 22 dinner meeting of the Dis- 
trict of Columbia Control at the Carlton 
Hotel. In addition the members present 
heard Mr. Benjamin M. McKelway, who is 
an Associate Editor of the Evening Star, 
and who was one of the sixteen newspaper 
editors of the Nation selected by the Army 
to make a special tour of the European War 
Area and to report the facts concerning con- 
centration camps and conditions in Nazi 
Germany. 
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Three Addresses Feature Big 
Western Michigan Meeting 


A most successful meeting of the 
Western Michigan Control was held on 
May 23, with approximately fifty men 
in attendance to hear three important 
subjects which were listed for discussion. 
These included “Community Income and 
Consumer Spending,” by Walter E. 
Hoadley, Jr., Industrial Economist; 
“The Farmer’s Dollar as Merchant’s In- 
come,” by Walter B. Garver, Agricul- 
tural Economist; and ‘The Behavior of 
Consumer Credit,” by H. Fred Wilson, 
Bank Relations Manager. 











DETROIT 
ANNUAL MEETING 


The Detroit Athletic Club was the scene of 
the annual meeting of the Detroit Control 
of The Institute on June 22. An informal 
get-together, was a highlight of the eve- 
ning, following dinner and the election of 
officers and directors for the forthcoming 
year. 

On May 29, the Detroit Control staged a 
round-table discussion on topics of current 
interest at its regular dinner meeting in the 
Hotel Statler. Lester Downie, treasurer of 
the Kelsey-Hayes Wheel Company, led a 
discussion on “Over-all Renegotiation vs. 
Forward Pricing,’ and George Troost, assist- 
ant comptroller of the Chrysler Corporation, 
led a presentation on ‘Contract Termina- 
tion.” The members of the Control likewise 
participated in a Wartime Accounting Con- 
ference held on June 4, at the Hotel Statler, 
under the auspices of the Michigan Associa- 
tion of Certified Public Accountants. 


DAYTON 
ANNUAL MEETING 


The annual meeting and party of the 
Dayton Control was held at the Wishing 
Well in Centerville on June 14, and featured 
a brief business session at which officers and 
directors for the new year were elected. 
Lady guests of members were invited to at- 
tend this meeting, and cards featured the 
program, following dinner and the closing 
of the business session. 


CLEVELAND 
TENTH ANNIVERSARY 


The Institute’s national president, Mr. 
E. W. Burbott, controller of A. B. Dick 
Company, Chicago, was the featured speaker 
at a gala meeting of the Cleveland Control 
in the Hotel Cleveland on June 12, at which 
the tenth anniversary of the founding of the 
Cleveland Control was marked. Special trib- 
ute was paid Mr. J. J. Anzalone, one of the 
founders, and the first president of the Cleve- 
land Control, who served for the 1935-36 
term, as well as during the succeeding year. 
Subsequently the presidents of the Cleveland 
Control included: Messers. M. W. Thernes, 
H. L. Patch, L. D. McDonald, H. D. Thorn- 
ton, J. E. Heidgen, C. L. Cole, T. J. Tobin, 
and G. S. Dively. 

Among those present as guests of the Con- 
trol, in addition to Mr. Burbott, were The 
Institute’s past national president, Henry C. 
Perry, Heywood-Wakefield Company, of 
Gardner, Massachusetts; National Director 
J. E. Hearst, of S. S. Kresge Company, De- 
troit; and the assistant secretary of The In- 
stitute Paul Haase. O. W. Brewer, treasurer 
of The Institute, was also given recognition 
at the meeting as being the individual who 
presented the charter of the Control to the 
group at its meeting on May 22, 1935. 

Other guests included: Mr. William L. 
Clark, president of the Buffalo Control; Mr. 


William F. Webb, acting president of the 
Toledo Control; and Mr. M. L. Jarboe, presi. 
dent elect of the Pittsburgh Control. 


CINCINNATI 
ANNUAL OUTING 
The June 26 meeting of the Cincinnati 
Control featured its annual outing, and was 
held in the Kenwood Country Club in Cin. 
cinnati. Members of the Control on that 
occasion elected officers and directors for 
the new year, with Maurice Lindquist named 
to succeed R. W. Miller as president. 


CHICAGO 
QUIZ PROGRAM 

An “Information Please” program on con- 
trollership problems featured the regular 
monthly dinner meeting of the Chicago Con. 
trol of the Controllers Institute of America, 
held Tuesday evening, May 22, in the North 
Ballroom of the Stevens Hotel. 

The Board of experts was composed of: 
Edwin W. Burbott, controller of the A. B, 
Dick Company, Chicago, and National 
President of The Institute; Allen U. Hunt, 
controller, Jewel Tea Co.; Wilfred Reetz, 
controller, Stewart-Warner Corporation; 
Charles F. Scully, controller and vice-presi- 
dent, General Candy Corporation, and 
George B. Whitfield, controller, Quaker Oats 
Company. 


BUFFALO 
Topic: PENSION PLANS 


Joseph E. Bright, pension consultant, spoke 
on ‘Pension Plans,” at the regular monthly 
dinner meeting of the Buffalo Control of 
the Controllers Institute of America held 
Tuesday evening, June 5, in the Park Lane. 


BRIDGEPORT 
ANNUAL MEETING 


The annual meeting and election of of- 
ficers and directors of the Bridgeport Con- 
trol of the Controllers Institute of America 
was held Wednesday evening, June 6, in 
the Stamford Yacht Club. Dinner was 
scheduled for 6:30 and the business session 
of the meeting was followed by an informal 
evening. 


BALTIMORE 
ANNUAL MEETING 
A review of the past year and plans for 
the new year, together with election of new 
officers and directors, featured the June 13 
meeting of the Baltimore Control at the 
Lord Baltimore Hotel. Speakers included the 
retiring president, Mr. Robert B. Hammill, 
Swindell Brothers, Inc., and the newly elected 
president, Mr. Joseph U. Diehl, Pennsylvania 
Water & Power Company. 


ATLANTA 
Topic: SWPC ACTIVITY 
M. C. Lofton, Deputy Regional Director 
of the Smaller War Plants Corporation spoke 
on “Functions of the Smaller War Plants 
Corporation in the Southeast,” and Heywood 
Hosch of the same company discussed “Alien 
Patents and the Technical Advisory Service, 
at the regular dinner meeting of the Atlanta 
Control of the Controllers Institute of 
America held on Tuesday evening, May 22, 
in the Piedmont Hotel. 


Bic ANNUAL MEETING 

Members of the St. Louis Control of The 
Institute held their annual meeting on June 
26 at the Westborough Country Club, Web- 
ster Groves, Missouri. At this meeting, the 
officers and directors for the ensuing year were 
elected. 
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Buffalo Control Is Host to 
Sixth Tri-Control Meeting 


The Buffalo Control of The Institute staged 
the Sixth Tri-Control dinner rg tee. on Satur- 
day, June 16, at the General Brock Hotel in 
Niagara Falls, Ontario, at which time mem- 
bers of the Rochester, Syracuse and Buffalo 
Controls, as well as national officers, directors, 
national past presidents and members of the 
Advisory Council of The Institute, and mem- 
hers of the National Committee on Education 
and the National Committee on Social Security, 
were in attendance. 

The program was in charge of a special 
committee of the Buffalo Control with Wil- 
liam L. Clark, president of the Control during 
the past year, acting as chairman. 

A luncheon for national directors and na- 
tional committee men was held in the Buffalo 
Athletic Club, following which meetings of 
the National Board of Directors of The In- 
stitute and the two National Committees pre- 
viously named, were held. The National Com- 
mittee on Education, under the chairmanship 
of Mr. Henry C. Perry, The Heywood-Wake- 
field Co., Gardner, Massachusetts, discussed in 
detail the pes for the Educational Research 
Program of The Institute, regarding which an 
announcement was made in the June issue of 
“The Controller.” Dr. Logan, newly appointed 
research director, was in attendance at the 
meeting of the National Committee on Edu- 
cation. 

The National Committee on Social Security 
met, under the chairmanship of Mr:-Thomas L. 
Evans, J. N. Adam & Company, Buffalo, and 
discussed a program of action in connection 
with current social security problems and pro- 
posed legislation. 

At 4:30 that afternoon, a reception was held 
for all in attendance, at the Buffalo Athletic 
Club, followed by a scenic drive from Buffalo 
to Niagara Falls where dinner was served in 
the Blue Room of the General Brock Hotel. 
Following dinner, Mr. Clark presented re- 
marks of welcome with responses coming from 
Arnold E. Woonton, for the Syracuse Control, 
= T. J. McCarrick, for the Rochester Con- 
trol. 

Preceding the main addresses of the evening 
by Arthur R. Tucker, managing director of 
The Institute, and by national president, Ed- 
win W. Burbott, who discussed ‘Postwar 
Controllership,” Mr, Perry and Mr. Evans 
were called on for reports of their committee’s 
activities. 


Philadelphia Control Recorded Year of 
Big Activity 

Mr. J. Norvelle Walker, who has just com- 
pleted a term as Secretary of the Philadelphia 
Control, and who has been elected a Vice- 
President of the Control for the coming year, 
presented some interesting facts concerning at- 
tendance at meetings of the Control, in his 
Annual Report. 

_It was pointed out that Mr. George R. Ran- 
kin, Controller and Assistant Treasurer of Art- 
loom Corporation, a member of the Philadel- 
phia Control, has not missed a meeting of 
Control since he became a member in December, 
1938—a period of five and one-half years. He 
iS a Past President of the Control and a mem- 
ber of its Advisory Council. 

Mr. Walker pointed out also that Mr. 
Charles L. Jones, Assistant Treasurer and 
Auditor of Alan Wood Steel Company, has a 
perfect attendance record for the past three 
years. Mr. Jones has been elected Secretary of 
the Control for the coming year. 

Mr. Walker listed twelve members of the 
Control who attended every meeting during 
the past year, Messrs. Franklin R. Ehman, 
Howard L. Gibson, Willard D. Holt, Charles 





L. Jones, John B. Lawson, T. S. Lever, Jr., 
Arlington L. McBride, Alexander MacGil- 
livary, Mark Z. McGill, George R. Rankin, 
J. W. St. Clair, J. N. Walker. 

Mr. Walker’s report is noteworthy for its 
detailed coverage of various items of interest. 
The Philadelphia Control had 158 members at 
the beginning of the Year. Twenty new mem- 
bers were elected during the year, 3 members 
of The Institute were transferred to the Control, 
and 2 members of the Control were transferred 
to other Controls, so that the Philadelphia 
Control closed the year with a membership of 
179, which Mr. Walker figures out is an in- 
crease of 1414 per cent. 

Two meetings during the year set new rec- 
ords for member attendance, one with 79 and 
another with 80. 

Mr. Walker goes on to list the fact that 6 











Los Angeles Presents Scrolls 
To Its Past Presidents 


A special illuminated scroll was 
awarded to each of the past presidents 
of the Los Angeles Control at the an- 
nual election meeting of the body on 
June 21 in the Hotel Clark. The hand- 
some award attested in each case to the 
special services to The Institute and the 
local control which had been rendered 
by each of the local past presidents dur- 
ing their respective terms of office as 





head of the Los Angeles Control. 








book reviews by members of the Philadelphia 
Control were published in ‘The Controller,’ 
four by Mr. Harold C. Stott, one by Dean C. 
Steele, and one by Mr. Walker himself. He 
names twelve members of the Control who 
were mentioned in ‘Personal Notes about Con- 
trollers” in ‘The Controller.” 

The average total attendance at meetings of 
the Control during the year, including guests, 
was 114. 

A letter of congratulation on the excellence 
and completeness of his report has gone from 
National Headquarters to Mr. Walker. 


Perfect Attendance Record 


| Mr. John Davies, Controller of Wood- 
| ward and Lothrop, a Department store 
of Washington, D. C., has compiled a 
unique record of attendance at meetings 
of the District of Columbia Control. He 
has been present at every business meet- 
ing of the Control since its charter was 
issued. He has also attended many of 
the National meetings. Retiring Presi- 
dent F. Charles Brown, of the District 
of Columbia Control, called attention 
to this record recently. 








chines 





Boedeker Leads New York City 
Control's Planning 


Myron J. Boedeker, Controller of the 
Johns-Manville Corporation, the newly- 
elected President of the New York City 
Control, held a meeting of the officers and 
directors of the Control for the ensuing 
season at the Hotel Shelton on June 13. All 
of the members were present except two who 
were out of town. Those who attended were: 
Neville R. Ashcroft, Myron J. Boedeker, 
Arthur L. Boschen, R. C. Casselberry, E. A. 
Clancy, Nicholas P. Dussinger, Theodore F. 
Gloisten, Nelson T. Hampson, Arthur C. 
Harragin, William A. Jackson, Lyle M. 
Prouse, Kenneth C. Richmond, Bernard S. 
Rodey, Jr., J. E. Savacool, Arthur Surkamp, 
George O. Swezey, William J. Wardell and 
William Widmayer; Harry C. Gretz, of the 
Advisory Council, and Harvey M. Kelley, of 
the National Office. 

The affairs of the Control were discussed 
and a beginning was made on plans for the 
1945-1946 season. President Boedeker ap- 
pointed chairmen of Committees as follows: 


Program Committee—William J]. Wardell, 
Finance Committee—Arthur L. Boschen, Ar- 
rangements Committee—Arthur C. Harragin, 
Admissions and Membership—Nicholas P. Dus- 
singer, Attendance and Reception—Neville R. 
Ashcroft, who will appoint two Vice-Chairmen 
in charge of Attendance and Reception at the 
monthly meetings; Publicity—John D. Gray- 
son, New York State Legislative Committee— 








Institute Membership, By Controls 
(as of June 18, 1945) 


Atlanta 17 
| Baltimore 37 
| Birmingham 12 
| Boston 111 
| Bridgeport 37 
Buffalo 47 
Chattanooga 15 
Chicago ys 7 
Cincinnati 46 
Cleveland 112 
Dallas 21 
Dayton 38 
Detroit 74 
District of Columbia 23 
Hartford 45 
Houston 24 
Indianapolis 40 
Kansas City 49 
At Large 
Total 


William Widmayer, Education—Lester W. 
Field. 
Los Angeles 95 
Louisville 24 
Milwaukee 59 
New Orleans 14 
New York City 655 
Philadelphia 180 
Pittsburgh 103 
Portland 26 
Quad Cities 17 
Rochester 43 
Seattle 33 
St. Louis 56 
San Francisco 88 
Springfield 21 
Syracuse 39 
Toledo 24 
Twin Cities 44 
Western Michigan 18 
137 
2,681 
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Corporate Net Working Capital at New High, 
SEC Finds. Postwar Refundable Tax 
Credits Also Reveal Increase 


The net working capital of American 
corporations, exclusive of banks and in- 
surance companies, reached a new high 
in the third quarter of last year, esti- 
mated at $45.1 billion as of September 
30, 1944, according to the quarterly 
analysis made public recently by the 
Securities and Exchange Commission. 
During the three months, July through 
September, 1944, working capital in- 
creased by $1.2 billion, about the same 
rate as in the preceding quarter. This in- 
crease in working capital was fully ex- 
plained by the level of retained profits. 

As in previous quarters, working capi- 
tal at the end of September was in ex- 
tremely liquid form with both cash and 
U. S. Government securities accounting 
for a very substantial portion of the total. 
By far the largest change in any of the 
items of current assets and liabilities dur- 
ing the quarter was the $2.3 billion in- 
crease in cash on hand and in banks to a 
record total of $24.1 billion. As a partial 
offset to this increase, there was a drop in 
U. S. Governments amounting to $800 
million. 

Corporations’ holdings of U. S. Gov- 


ernments, however, amounting to $18.9 
billion, were still in excess of their in- 
come tax liabilities of $16.1 billion which 
have remained relatively constant for sev- 
eral quarters. There was comparatively 
little change in any of the other com- 
ponents of working capital. The ratio of 
corporate liquid funds in the form of 
cash and U. S. Governments to sales, 
which is one rough measure of liquidity, 
increased again in the third quarter of 
1944 and is well above pre-war levels. 

In addition to the increase in working 
capital, corporations continued to accumu- 
late post-war credits in refundable taxes, 
raising the total of such refundable taxes 
to $2.0 billion as of September 30, 1944, 
an increase of $200 million over the quar- 
ter. 

Other sources of substantial refunds 
payable to corporations are the provisions 
of the income and excess-profits tax laws 
for carry-back of losses and unused ex- 
cess-profits credits, for accelerated amor- 
tization of emergency facilities, and for 
recomputation of base-period income for 
excess-profits determination. 

As for other items affecting the cor- 


CURRENT ASSETS AND LIABILITIES OF U. S. CORPORATIONS! 
1939-1944 
(Billions of dollars) 











Mar. June Sept 
31 30 30 
Current Assets 1939 1940 1941 1942 1943 1944 1944 1944 
Cash on hand and in banks 10:9: 13.1 :13.9: 47.7. 22:8 22:0. - 24:8 24-4 
U. S. Government securities 2,2... 4:9 > 329-4020 45:3 18.1. 19.7: “$839 
Receivables from U.S. Government? —- 4 16 4p 3.0 rer Ay eee Fe 
Other notes and accounts receivable 22.4 (23.9: 2154 >-23.3 2235 225° (22:0) 22:2 
Inventories 18:0 49:8 25:6: 27-3: -2F0 27.2 26.8 26.8 
Other current assets? S28 26 ee eS es Lo) Rae aS 
Total Current Assets 54.6 60.3 72.8 83.6 94.4 96.0 96.4 97.9 
Current Liabilities 
Advances and prepayments, U. S. 

Government? —- .6 8: ee 282 Y JES ogee ae 
Other notes and accounts payable 21.9: ©2226) :25:6° =24-5 +2537 25 S1  <2522; 2555 
Federal income tax liabilities 1.2 Seek Ie SCS 16:1 .16:1 16.1 
Other current liabilities‘ 6.9 Se BS aS 9:2: “930. “S22 

Total Current Liabilities 30.0: 32.8 "40:7 40.4 53.4 $3:-3:--5225: ~$2;8 
Net Working Capita! 24:56. 22-5) 333-14 26.2403 42.7 43.9 45.1 








1All U. S. corporations excluding banks and insurance companies. Data for 1939-1941 are 
based on Statistics of Income, covering virtually all corporations in the United States. Data 
for 1942-1944 are estimates based on data compiled from many different sources, including data 
on corporations registered with the Commission. Because of the nature of the figures, these 


estimates are subject to revision. 


*Receivables from and payables to U. S. Government do not include amounts offset against 
each other on the corporation’s books or amounts arising from subcontracting which are not 
directly due from or to the U. S. Government. These figures have been revised as a result of a 
detailed analysis of the composition of corporations’ receivables and payables with the result 
that estimates of receivables from and payables to the U. S. Government, which are not shown 
separately in Statistics of Income, have been raised while other receivables and payables have 
been lowered correspondingly. Working capital, however, has not been affected much by this 


revision. 


3Includes marketable securities other than U. S. Government. 
‘For 1942-1944 includes provisions for renegotiation other than those combined with income 


tax liabilities. 








porations’ financial position, there was on 
the assets side a drop of about $400 mil. 
lion in the net property account and on the 
liabilities side a reduction of $200 million 
in long-term debt; both of these declines 
reflected a continuation of trends which 
characterized the two preceding years, 

The tabulation below shows the work. 
ing capital of all corporations in the 
United States on which the above dis. 
cussion is based. Though there was con- 
siderable variation for the various indus- 
trial and size groups of corporations, 
practically all groups shared in the rise of 
working capital in this quarter as in pre. 
vious periods, the SEC reported. 





JULY’S CONTROLLERSHIP 
(Continued from page 350) 











sistent Problems in Accounting Theory,” 
an address by Dr. Carl T. Devine of the 
University of Kamsas...... “Re- 
organizations under the Several Revenue 
Acts,” by Leo H. Hoffman, Attorney of 
New York City. 

1943: “Obtaining Relief under Sec- 
tion 722: a Business Approach,” a paper 
by John R. Sanderlin of Brown-For- 
man Distillers Corporation, Louisville 
Oa ie Withholding of Portions of 
Wages having first tryout this month 
Fee cae Editorial in New York Her- 
ald Tribune says flatly that “Controller” 
is the “‘one and only correct spelling for 
the officer, of government or of private 
business, who controls funds”; opinion 
confirms judgment of founders of Con- 
trollers Institute of America...... 
“V-Loans and War Time Fiscal Poli- 
cies,” an article by C. C. Sigmer, Vice 
President Cleveland Trust Company 
Mae aed “Today’s Man Power Prob- 
lems” by T. S. Sadler, Personnel Manager 
Cleveland Graphite Bronze Company. 

1944: Controllers hail enactment of 
contract termination law...... 
“Budgeting of Postwar Reserves,” by E. 
Stewart Freeman, Dennison Manufac- 
turing Company, Framingham, Massa- 
Chmeette ss 8 “Postwar Reserves 
and Federal Tax Policies,” by J. Keith 
Butters, Assistant Professor of Financial 
Research, Harvard Graduate School of 
Business Administration...... 
“Taxes After the War” by Harley L. 
Lutz, Professor of Public Finance at 
Princeton University...... “Prep- 
aration for Return to Peace-Time Opera- 
tions’ by Harold C. Stott, Sun Oil 
Company... i 53. “Destruction of 
Records,” a report of the Committee on 
Technical Information and Research of 
the Controllers Institute of America 
cots “Wartime Financing by 
Banks” by F. E. Jerome, Vice President 
of Seattle First National Bank. ..... 
“Pension and Profit Sharing Plans” by 
E. N. McDermott of Will & Emery, 
attorneys, of Chicago. 
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Aircraft Industry’s Future Rests 
On Reconversion Planning 


Postwar development and employment in 
the aircraft industry will be seriously impeded 
unless industry and government make coordi- 
nated preparations for orderly and prompt con- 
version to peacetime production, states a re- 
cent Harvard Business School study. Using 
projected financial statements of ten leading 
airframe manufacturers for the years 1945 and 
1946, and assuming for the purposes of the 
study that large-scale aircraft production will 
cease in December, 1945, Professor Tom Lilley 
and Instructor L. LaVerne Horton analyze the 
financial problems of conversion and make 
these over-all conclusions: 

“1, The average airframe manufacturer will 
be able to survive the immediate postwar ad- 
justment period with a reasonably satisfactory 
financial position if these conditions are met: 
(a) if contract terminations are administered 
with a reasonableness which is consistent with 
the broad policies set forth in the Contract 
Termination Act of 1944; (b) if the company 
sets up its own administrative organization to 
handle terminations properly, concentrating 
prior to the end of the war on effective inven- 
tory management; (c) if the management cur- 
tails expenses realistically and rapidly. 

“The progress made during the last year in 
planning for contract terminations and conver- 
sion affords some grounds for optimism that 
these conditions may be fulfilled. 

"2. The risk is great, however, that uncer- 
tainties and delays during the conversion pe- 
tiod will unnecessarily impede the construc- 
tive developmental work required to promote 
maximum peacetime production. In order to 
eliminate confusion and unnecessary curtail- 
ment during conversion, the following steps 
are suggested: 


"(a) Uncertainties regarding contract termina- 
tion procedures can be reduced by a concerted 
effort on the part of industry and government 
organizations to pre-plan the methods, stand- 
ards, and bases for making quick termination 
settlements well in advance of large-scale ter- 
minations. 

“(b) Uncertainties regarding the loss carry- 
back provision of the tax law can be reduced 
by adoption of a Treasury proposal to acceler- 
ate payments of loss carry-back refunds. 

“(c) Uncertainties regarding future aircraft 
production and development can be reduced by 
making every effort to determine future na- 
tional air-power policies in advance of the end 
of the war.” 


“Entirely apart from termination and tax 
problems, the basic question facing each air- 
craft manufacturer is: conversion into what? 
The answer will be vitally affected by the post- 
war aviation policies adopted by the govern- 
ment, including policies for Army-Navy pro- 
curement, plant and equipment disposal, sur- 
plus aircraft disposal, and Civil Aeronautics 
Board certification of new transport routes.” 

‘ Though industry and government are giving 
increasing attention to conversion, much of the 
detailed planning necessary for an orderly 
transition remains to be done, the report states: 

During the past year, industry and govern- 
ment leaders have given increasing recognition 
to the vital importance of an orderly conver- 
sion of the aircraft industry to peacetime op- 
erations. The influence which orderly and 
Prompt contract termination settlements will 
have on postwar levels of employment in the 
major aircraft production centers of the coun- 
try is generally recognized. Increasing at- 
tention is being paid to the importance of 
keeping alive aeronautical development work 
and a nucleus of production facilities and skills 
at the time when large-scale wartime contracts 
are being canceled. Recognition is given to 


the effect on our national air power of con- 
tinued development, not merely in military 
aircraft, but in transports which must compete 
in world markets. 

“Despite this increasing recognition of the 
importance of an orderly conversion, many 
problems remain to be solved. Any forecast 
of the effect which the transition from war to 
peacetime production will have on the finan- 
cial position of the aircraft manufacturers is 
extremely difficult to make, for much of the 
detailed planning necessary for an orderly 
transition remains to be done. A danger still 
exists that the lack of coordinated industry and 
government preparations and the sheer me- 
chanics of contract termination procedures will 
so delay conversion that future employment 
and development will be harmed.” 

On the assumption that war production 
ceases in December, 1945, two projected finan- 
cial statements as of December 31, 1946, are 
presented in the study, one optimistic and one 
“out-of-cash.” The two forecasts differ only 
in their assumptions regarding the magnitude 
of contract termination losses and the magni- 
tude of the unreimbursed expenditures the 
companies must absorb in the immediate post- 
war period. 

“Based on favorable assumptions, it is esti- 
mated that net termination losses (for the av- 
erage airframe manufacturer) would be about 
$1,100,000, or 1 per cent. of total inventories, 
and that unreimbursed expenditures in 1946 
would be $11,200,000, or 2 per cent. of war 
peak annual expenses. In spite of these cash 
outlays, profits retained during 1944 and 1945 
and the conversion of the postwar tax refund 
into cash could increase net working capital 
from the December, 1943, level of $18,100,000 
to $23,600,000 in December, 1946. This work- 
ing capital should be sufficient to meet reason- 
able contingencies and, if no further decreases 
occur, to finance adequately postwar sales at a 
level equal to 10 per cent. of war peak sales. 
In addition, if the loss carry-back provision of 
the tax law remains in effect, tax refund 
claims would be about $9,600,000. Under the 
present law, however, these claims cannot be 
considered as a current asset because they are 
not likely to be converted into cash until sev- 
eral years hence. 

“If unreimbursed expenditures during the 
figst postwar year reached a level of $29,000,- 
000, equivalent to less than three weeks’ ex- 
penses at the early 1944 rate, all the average 
company’s cash would be eliminated, even 
though termination settlement losses remained 
at the assumed $1,100,000 optimistic level. Or 
if unreimbursed expenditures remained at the 
optimistic level, all cash would be eliminated 
by termination losses of $18,900,000, or 17 
per cent. of total inventories. Under either set 
of assumptions, net working capital would de- 
crease to $5,800,000, and the company would 
face a serious threat of insolvency. The chances 
of obtaining bank credit would probably be re- 
mote, in spite of large loss carry-back and 
other tax claims. 

“The basic variables which may either in- 
crease or decrease the ability of all the com- 
panies to obsorb conversion losses and expendi- 
tures are as follows: (a) the level of cash 
profits retained from wartime operations; (b) 
the extent to which future termination and op- 
erating losses can be offset against current tax 
liabilities—this will be influenced by the 


gradualness with which war contracts are can- 
celed and by the timing of large-scale cancella- 
tions relative to the fiscal year of the com- 
panies; (c) the rapidity with which postwar 
tax refunds may be converted into cash and 
the extent to which current tax liabilities can 
be reduced by allowable accelerated amortiza- 
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tion of fixed assets; (d) the extent of liquida- 
tion of current assets and liabilities from war 
peak levels; (e) the rapidity with which ter- 
mination settlements are made and the extent 
of interim financing of termination claims avail- 
able to the companies. 

“In preparing for large-scale contract termi- 
nations, the companies clearly have these re- 
sponsibilities: (a) Constant pressure should be 
exercised to improve the control of inventories, 
to clean out obsolete and surplus items, and to 
improve the records kept. (b) The companies’ 
administrative organizations to handle termina- 
tions should be placed under the leadership of 
a top executive and should be set in action to 
handle current terminations and to plan for the 
larger terminations of the future. (c) In pre- 
planning for terminations, the companies have 
the obligation, not only to cooperate fully with 
the government and with subcontractors, but 
to take the initiative in making plans and pre- 
senting them to the proper officials. 

“Likewise, the government has important re- 
sponsibilities: (a) Within the framework of 
the broad policies of the Contract Settlement 
Act, the government must work out detailed 
regulations under which large-scale termina- 
tions will be administered. (b) An adminis- 
trative organization, competent to accept re- 
sponsibility and to understand realistically the 
problems involved, must be carefully trained 
and placed in the field in time to work out de- 
tailed plans with the individual companies in 
advance of large-scale cancellations. (c) The 
men in local field organizations must be given 
the maximum encouragement to pre-plan de- 
tailed procedures with individual companies. 

“Probably the most important single diffi- 
culty of the conversion period will be the 
curtailment of expenditures from wartime lev- 
els to drastically reduced peacetime levels. 

“The magnitude of unreimbursed ~‘momen- 
tum’ expenses which the average airframe 
company must absorb during the immediate 
postwar period will depend on three major 
variables: (a) the ability and willingness of 
the company’s management to curtail expenses ; 
(b) the extent of advance notice of contract 
terminations given by the government; (c) the 
extent to which post-termination expenses are 
reimbursed by the government.” 


Bank Urges U. S. to Pay Firms Now 


The federal government should pay Ameri- 
can companies what it owes them and do so 
now, not at some indefinite date in the uncer- 
tain future, the Guaranty Trust Co. said re- 
cently in its monthly survey. 

Only by extending aid speedily in this 
fashion can the Washington authorities aid in- 
dustry to reconvert from war to peacetime 
purposes and so provide jobs for returning 
service people as well as for other workers, 
the publication pointed out. Nor will this serv- 
ice be too difficult to extend, the magazine 
added. 

“The federal revenue laws contain provisions 
designed to aid war industries to meet their 
financial needs during the transition period, 
but it is doubtful whether they will accom- 
plish the desired results,” the bank says. “How- 
ever, with certain simple and quite feasible 
changes, they could be made really effective 
instruments for cushioning the financial im- 
pact of the reconversion.” 

Emphasizing that it is all a question of tim- 
ing—of getting to the right place in time to 
be fully effective—the trust company states that 
business cannot furnish jobs during the recon- 
version period if it must depend on cash to be 
received “years later from tax refunds and 
postwar bonds.” 

The changes required to speed the return 
of excess profits taxes due require study, it 
says. But this does not mean that the principle 
of taxing excessive returns due to war is in- 
volved, the bank asserts. 
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NEW MEMBERS ELECTED 








At a meeting of the Executive Committee 
held May 25, 1945, the applicants named _be- 
low were elected to active membership in The 
Institute: 

ArIviID M. AHLSKOG 
Evergreen Theatres 
Washington 

HERBERT S. BORING } 
Van Der Horst Corporation of America, 
Cleveland, Ohio 

PAuL C. BURANDT ; ; 
Manley, Incorporated, Kansas City, Missouri 

P. M. DuGAN 
Timely Clothes, Inc., Rochester, New York 

J. W. EmMIson 
The Texas Pipe Line Co., Houston, Texas 

W. J. FARNAN 
General Baking Co., New York, New York 

CLARENCE M. GORDON 
The Pittsburgh & Lake Erie Railroad Com- 
pany, Pittsburgh, Pennsylvania 

Louis H. GRAHAM 
The Fuller Brush Company, Hartford, Con- 
necticut 

ELLSworTH S. HANN 
Kennecott Copper Corporation, New York, 
New York 

MILTON P. J. HICKEY 
Consolidated Vultee Aircraft Corporation, 
Wayne, Michigan 

JOHN F. HUDELSON : 
Clark Controller Company, Cleveland, Ohio 

HENRY P. KEYSERLING 
Plymouth Cordage Co., Plymouth, Massa- 
chusetts 

KENNETH W. LAMPREY 
United Farmers Cooperative Creamery Ass’n., 
Inc., Charleston, Massachusetts 

A. LIONEL LAWRENCE 
The H. B. Smith Co., Inc., Westfield, Massa- 
chusetts 

THOMAS J. MCCaRRICK 
Eastman Kodak Company, Rochester, New 
York 

PauL A. MATTINGLY 
Levingston Shipbuilding Co., Orange, Texas 

Howarp W. MILLER 
Starr, Park & Freeman Inc., New York 

DANIEL J. OLSEN 

The M. W. Kellogg Company, Jersey City, 

New Jersey 
ALLEN H. OTTMAN 

American Hard Rubber 

York, New York 
WILLIAM J. PATTERSON 

Sperry Gyroscope Company, Inc., Brooklyn, 

New York 
Ww. B. PETERS 

J. I. Case Company, Racine, Wisconsin 
JosEPH J. SCHOFIELD 

North American Philips 

Dobbs Ferry, New York 
ARTHUR WoORSNOP 

North American Philips Co., Dobbs Ferry, 

New York 
GEORGE T. ZACK 

The White Motor Company, Cleveland, Ohio 


APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


Corporation, Seattle, 


Company, New 


Company, Inc., 
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At a meeting of the Board of Directors held 
June 16, 1945, in Buffalo, the applicants 
named below were elected to active member- 
ship in The Institute: 


FREDERICK R. ATCHESON 
Frederick & Nelson, Manhasset, Long Island, 
New York 

H. RANDOLPH BROWN 
Uvalde Rock Asphalt Company, San Antonio, 
Texas 

WILLIAM A. CRICHLEY 
Diamond Alkali Company, Pittsburgh, Penn- 
sylvania 

MERRILL J. FERREE 
Great Lakes Carbon Corporation, Chicago, 
Illinois. 

LESLIE W. GARNER 
J. T. Baker Chemical Co., Phillipsburg, 
New Jersey 

FERD. J. GUTTING 
Griesedieck Bros. 
Louis, Missouri 

MICHAEL E. HARRIS 
The Esmond Mills, Inc., New York 

GILBERT E. HEIM 
The Pennsylvania Railroad Company, Phil- 
adelphia, Pennsylvania : 

J. Louis HEywoop 
The Pennsylvania Railroad Company, Phil- 
adelphia, Pennsylvania 

ALFRED J. HOEFER 
Libby, McNeill and Libby, San Francisco, 
California 

ABRAHAM HOFFMAN 
Lewyt Corporation, Brooklyn, New York 

J. McCaLt HuGHES 
The Mutual Life Insurance Company of New 
York, New York 

HowarpD S. JACOBSON 
Native Laces & Textiles, Inc., New York 

NorMAN E. KERTH 
Con. P. Curran Printing Company, St. Louis, 
Missouri 

CHARLES M. LIPPINCOTT 


Brewery Company, St. 


Harris-Seybold-Potter Company, Dayton, 
Ohio 

CHARLES F, LUCEK 

Mergenthaler Linotype Company, Brook- 


lyn, New York 


WILLIAM MAGOWAN 
The Ensign-Bickford Co., Simsbury, Con- 
necticut 





Election of the 53 new 
members named above 
brings the membership 
of The Institute to 


2,681 








H. CHARLES KWASHA 
Consulting Actuary 


Employee “Pension “Plans 
New York 4, N. Y. 


50 Broad St. 











WayNE C. MARKS 
General Foods Corporation, New York 
RALPH E, NORMAN 
Griggs, Cooper & Company, St. Paul, Min. 
nesota 
RAYMOND R. Norwoop 
Brown Company, Berlin, New Hampshire 
ROBERT A. PATTEN 
United-Rexall Drug Company, 
Massachusetts 
NEIL RICHARDS 
Kansas Gas and Electric Company, Wichita, 
Kansas 
GEORGE W. SCHENK 
Aireon Manufacturing Corporation, Bur. 
bank, California 
FRANK F. SIMON 
Wagner Electric Corp., St. Louis, Missouri 
CLIFFORD L. SMITH 
Pacific Greyhound Lines, San Francisco 
California q 
WILLIAM C, SNITJER 
American Trust Company, San Francisco 
California : 
R. A. STERLING 
The Fulton Sylphon Company, Knoxville, 
Tennessee 
ROBERT S. SWEENEY 
The Watsob-Stillman Co., Roselle, New 
Jersey 
ARTHUR W. TINKHAM 
The Dentists’ Supply Company of New 
York, New York 


Boston, 
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JOHN P. TREADWELL, JR. 


Mr. John P. Treadwell, Jr., holder of 
certificate number 213 by virtue of electioa 
to The Controllers Institute of America in 
September 1933, and for many years secretary 
and comptroller of the American Bank Note 
Company, died at his home in Bronxville, 
New York on June 4. Mr. Treadwell, age 
63, joined the American Bank Note Company 
in 1907. He was also a trustee of the Bronx 
Savings Bank. He is survived by his wife 
Mrs. Mabel Carter Treadwell, and a son 
John Treadwell 3rd. Funeral services were 
held at the Reformed Church in Bronxville 
en June 6, with internment in New Milford, 

onn. 


FRANCIS BURNS 


Mr. Francis Burns, president and treasurer 
since 1939 of the Gray Envelope Manufac- 
turing Company, Inc., of Brooklyn, died on 


June 9, at St. John’s Hospital in Brooklyn. 


Mr. Burns, 44, a resident of Brooklyn at the 
time of his death, was a native of Trinidad, 
Colorado. A member of The Controllers In- 
stitute of America since March, 1937, Mr. 
Burns was a graduate of the University of 
Pennsylvania and had previously served with 
W. A. Harriman & Co., in New York, and 
with Baldwin Locomotive Works, at Eddy- 
stone, Pennsylvania. He was appointed con- 
troller of the Gray Envelope Company 10 
1935. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 

ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ml. 
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